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A GUIDE TO POSTWAR PLANNING 
FOR THE MANUFACTURER 


C. T. HOFFMAN 
McKinsey &§ Company 


Eprror’s Note: Mr. Hoffman is a marketing specialist 
in the New York office of McKinsey & Company, manage- 
ment consultants. He discusses a most important subject 
in a manner which should stimulate much discussion. The 
Editors will welcome brief comments for publication in 
Notes and Communications. 


HERE HAS been a wealth of material 
peace and much discussion on the 
subject of postwar planning. Most of it 
leans towards the broad approach on an 
industry-wide basis and even an inter- 
national basis. As a result, there is a big 
open question in the minds of many busi- 
ness executives as to how these generali- 
ties can be distilled down and translated 
into tangible action for a specific busi- 
ness enterprise. 


Wuat 1s Postwar PLANNING 


Postwar planning is simply another 
name for long-range planning of the type 


always done by well-managed business, 
colored at this time by the need for more 
comprehensive plans to cover the quick 
and critical adjustments that will have 
to be made after T day. 

It is important that the need for post- 
war planning be recognized as a problem 
to be dealt with now and not held over 
to the postwar period for solution. Under 
the pressure of war work, too many 
executives are unable to find time to de- 
vote to postwar planning, yet it will un- 
questionably be easier to face the critical 
period after T day with plans made in 
advance, than to wrestle with such fac- 
tors as cancellations, layoffs, frozen in- 
ventories, and rearrangement and dis- 
posal of facilities without any plan. 

1 T day means Telegram day and is used to designate 


the day when cancellations come flooding in signalling 
the early approach of, or actual signing of, an armistice. 
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The opinion has been expressed by 
competent authorities that when the war 
in Europe ends, production of war ma- 
terials in the United States will be cut 
back approximately 80 per cent. Rank- 
ing Army officials have expressed the 
opinion that a long war with Japan could 
be carried on almost out of inventory 
when the European conflict ceases. 

When T day comes, many contracts 
will be cancelled outright, others will be 
cut back and rescheduled for delivery 
over a longer period at a greatly reduced 
rate. Foresighted Management will an- 
ticipate cancellation of orders for civilian 
goods as well as war production, as 
pyramided orders are brought into line. 
No matter whether contracts are can- 
celled or cut back one thing is certain, 
the monthly rate of production will be 
sharply reduced and the problem of put- 
ting cash outgo in balance with income 
before available resources are exhausted 
will be the important one. 


ORGANIZING TO DO THE JOB 


The first step in getting results in post- 
war planning is to organize properly to 
get the job done. Various combinations 
have been tried with varying degrees of 
success, and it is probable that no one 
pattern will best fit all situations. Judg- 
ing from the experience of many different 
operations, however, there are some con- 
clusions that seem to stand out as im- 
portant. 

It is essential that the chief executive 
give full support and leadership to the 
program. If he requires performance, the 
job will get done even under the pressure 
that exists today. 

Postwar planning is handicapped if 
treated as a part-time activity. This is 
the principal weakness of the committee 
type of organization. The full time at- 
tention of an executive having the proper 
qualifications to deal objectively with all 


major divisions of the business plus the 
ability to plan are required for the best 
results. 

Conflict of authority between the ex- 
ecutive selected to head postwar plan- 
ning and the line executives should be 
avoided. For this reason it seems prefer- 
able to set up a staff assistant to the 
chief executive, without direct authority, 
relying on the support of the chief ex- 
ecutive to obtain the cooperation of the 
line executives. 


OBJECTIVE FOR PosTWAR PLANNING 


The objective for postwar planning 
should be to create a detailed set of plans 
covering every move that will have to be 
made after T day to revamp the business 
for peacetime operation. These plans 
should take into account those factors 
affecting the long-range aspects of the 
business so that after the conversion 
program is complete, the company will 
be under way with its best foot forward. 

Plans for postwar can logically be di- 
vided into two periods; the short-term 
conversion period and the longer pull 
after conversion. 

Some efforts at postwar planning have 
tended to skim over or ignore entirely 
the short-term period in favor of build- 
ing plans for the long-term period. The 
long-term considerations are important 
but, unfortunately, the completeness and 
effectiveness of the short-term plans will 
have a major influence on the success 
with which long-range plans are carried 
out. More specifically, it is important to 
have plans for conversion that will insure 
the eventual opportunity to put some of 
the long-range ideas into effect. 


THE SHORT-TERM CONVERSION 
PERIOD 


Short-term plans must be complete in 
detail covering every step of the con- 
version from wartime operations to the 
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anticipated or proposed peacetime set- 
up. Attention should not be restricted 
to sales or marketing but must cover 
production, plant facilities, personnel, 
organization, finance, accounting and all 
other functions that will be affected. 

The starting point for all constructive 
thought about postwar conversion is— 
conversion to what? This is the all im- 
portant question and can be the big 
stumbling block. Any chief executive 
who knew today with reasonable ac- 
curacy what the plant would be making 
postwar and in what quantity would 
have little difficulty in preparing plans 
for conversion to the setup required. He 
would be able to determine the required 
floor space, machine tools,. man hours, 
working capital, and so on. Such infor- 
mation would answer such questions as 
what to do with government-owned 
plant and equipment, how many em- 
ployees to be laid off, and what kind of a 
sales organization will be required. 

Unfortunately, very few have a ready 
answer to this question. In most cases, it 
is not to be found; it has to be made. It 
is futile to try to guess at the answer and 
let circumstances determine the result. 
If the guess turns out to be a poor one, 
plans for conversion built around it will 
be equally poor. 

It is not necessary to guess and wait 
since there is another alternative which 
is best illustrated by an old truth about 
riding horses. ““There are two ways to 
ride a horse; either the rider rides the 
the horse, or the horse takes the rider for 
a ride.” The executive who decides that 
his organization is going to ride the horse 
and not be taken for a ride has a real 
opportunity to decide now where his 
company is going and what to convert to, 
and to shape events to reach the objec- 
tive. 

The basic idea is to set a realistic goal 
and gear all activities to this goal in a 


determined effort to make it become a 
reality. 

Setting the goal. In setting a goal it 
should be recognized that nothing agreed 
upon at the start is fixed, but is subject 
to revision and modification to suit 
changing conditions as new and more 
reliable information becomes available. 
The longer the period for revision, the 
greater the opportunity for improve- 
ment. A certain amount of cut and try 
before even the initial goal can be agreed 
upon will be necessary. 

The basis of the goal should be a rea- 
sonable and realistic reconciliation 
among three factors: 

1. The probable minimum sales vol- 
ume required to support the proposed 
plant and other fixed overhead. 

2. An estimate of the maximum 
reasonable sales expectancy for each spe- 
cific product to be sold. 

3. A forecast of probable financial re- 
sources available to finance a postwar 
conversion program. 

It should be emphasized that by max- 
imum sales expectancy, we are talking 
about sales during the conversion period, 
not about the long-range future. It is 
the income from these sales that will 
support the business until long-range 
plans begin to produce results, so beware 
of planning an operation larger than a 
realistic appraisal of sales possibilities 
will justify and larger than can be fi- 
nanced. 

In order to estimate sales expectancy, 
list all present products that will be con- 
tinued after T day. Next, list old prod- 
ucts that will be revived. Then list new 
products that are all set to go, with de- 
signs completed. If no new products have 
reached the stage where they are really 
set, do not include them. There is no 
place in this picture for wishful thinking 
if the aim is to be realistic. New products 
can always be added later and the goal 
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revised accordingly. Now estimate the 
anticipated monthly activity for each 
and add up the total. 

The next is to compare the total es- 
timated monthly sales with the minimum 
required. If it falls short, it means the 
size of the proposed plant and other 
fixed expenses must be reduced. It may 
mean that some of the present facilities 
will have to be liquidated. The final com- 
promise on size of plant and organization, 
estimated sales, and available finances 
should constitute the goal towards which 
the course should be set. 

Next steps. A decision on the goal is 
just the beginning. The important thing 
is to tie present activities to the goal 
so that the whole organization is con- 
sciously trying to reach it. The Sales De- 
partment can accomplish much right 
now to make the sales estimates come 
true, by checking with old customers and 
potential customers. Expressions of in- 
tent and even commitments for future 
delivery can be obtained now. As the 
accuracy of the sales estimate is checked 
through these efforts, and revisions made 
upward or downward, conversion plans 
should be modified. 

To tie in with the agreed upon goal, 
detailed plans for plant layout, number 
of employees, organization, financing, 
and so on should be prepared. An under- 
standing should be reached with Union 
representatives covering such factors as 
layoffs and re-employment of members 
of the armed forces. A general review and 
overhaul of management policies affect- 
ing sales, accounting, finance, produc- 
tion, management controls, and cost 
control should be made in the light of the 
requirements of the postwar goal. Much 
can be done along this line right now to 
put the house in order in preparation for 
T day. 

Terminations. In preparation for T 
day, forward thinking executives will 


want to find out now about termination 
procedure. They face such questions as: 

1. Will it be necessary to hold inven- 
tories pending settlement of contracts, 
or can they be disposed of at once? 

2. What kind of cost information will 
be required for settlement and is the firm 
set up to provide it? 

3. Are sub-contractors set up to pro- 
vide adequate cost data and other rec- 
ords that may delay settlement of con- 
tracts? 

4. What arrangements have been 
made to handle sub-contractors’ inven- 
tories? 

5. What is necessary to get advance 
payments? Has the firm satisfied the 
conditions so that there will be a mini- 
mum holdup in getting funds? How 
much money will be needed to carry the 
firm over the conversion period and how 
will it be obtained? 

6. Is the firm aware that when a con- 
tract is cancelled, it is up to the con- 
tractor to submit a proposal for settle- 
ment to initiate action? Does it know 
what form this proposal should be in and 
what supporting data will be required? 

7. Are all contracts being reviewed so 
that the firm is sure all requirements are 
being met? 


THE Lonc-TeERM PERIOD 


The factors and influences affecting 
plans for the long-term post-conversion 
period are so infinite and varied that any 
attempt to discuss them might easily 
wind up as a review of the principles of 
marketing. It is not our intention to get 
involved in this. However, there is a 
rather fundamental consideration that 
appears to be particularly pertinent to 
long-range planning which should be 
offered for consideration. 

After World War I, America found 
herself with a greatly expanded produc- 
tive capacity and a marketing and dis- 
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tribution system inadequate to utilize it. 
The results were serious and many social 
changes about which we fret today are 
directly traceable to this situation. At 
the end of World War II, there will be 
still greater productive capacity, and the 
same antiquated marketing and distri- 
bution system to handle the output 
unless something is done. The results are 
likely to be serious and every producer is 
obligated at least to be aware that there 
is a problem in which he shares some of 
the responsibility. 

To a major extent most marketing or- 
ganizations have been accessory to man- 
ufacturing enterprises. They were de- 
signed to serve the objectives of the 
manufacturers, not the consumers. The 
reason why this pattern has been so gen- 
eral is quite simple. There was capacity 
to produce more than the market could 
absorb at the prevailing price, conse- 
quently the producer had no alternative 
but to strive to increase his share of the 
available market. What has this meant? 
Bigger sales forces, increased advertis- 
ing appropriations, more elaborate dealer 
helps, and other inducements, all adding 
to the cost of getting the product into 
the hands of the consumer. The increase 
in cost has cancelled out to a large ex- 
tent savings in cost of manufacture with 
the result that prices stayed up and the 
broadening of markets was restricted. 

A simple illustration may be found in 
the oil industry. In the twenty years 
prior to rationing, the market for auto- 
mobile gasoline increased six times. Dur- 
ing this same period, the number of fill- 
ing stations increased twenty-two times. 
From the point of view of the oil com- 
panies, this was probably good business, 
but from the consumer’s point of view, 
he paid the bill in higher gasoline prices. 

Need to change emphasis. Since before 
World War I, engineering and technical 
schools have been turning out technically 





trained men skilled in the arts of produc- 
tion. As these men take their place in 
industry, it is natural that they make 
their contribution to production meth- 
ods, helping to get more produced by a 
smaller number of people. This results in 
lower production costs and an increase in 
capacity to produce. 

There has been little effort to train 
marketing experts who can make im- 
provements in placing goods in the con- 
sumer’s hands at a lower price—and a 
lower price is still fundamentally the 
most important factor in increasing con- 
sumption. The social problem after the 
war is dependent on increasing consump- 
tion over pre-war levels. Consequently, 
more emphasis is needed on marketing 
as an independent activity designed to 
serve the consumer, rather than the pro- 
ducer, if there is going to be an adequate 
utilization of the tremendous productive 
capacity available after the war. 

The independent marketing organiza- 
tion. The distribution of goods by an in- 
dependent marketing organization inter- 
ested in the consumer’s needs rather than 
a manufacturer’s, could reverse most of 
the forces affecting the selling price. A 
comparison might be made by pulling a 
handkerchief through a knot hole as 
contrasted with trying to push it 
through. Under the customary setup of 
individual promotional effort by the 
producer, almost every effort to increase 
sales means greater expense and less 
likelihood of a lower price, just like try- 
ing to push the handkerchief. The inde- 
pendent marketer on the other hand, in- 
terested first in lowest selling price, 
would obtain goods from the manufac- 
turer who would supply at the lowest 
selling price. He would relieve the manu- 
facturer of the cost of design, styling, and 
the like, and could carry on this activity 
on a more economical basis with his own 
staff. The manufacturer’s overhead 
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would be reduced by not having to sup- 
port these activities. The independent 
marketer would spread costs over many 
rather than few products. 

These and other influences, such as im- 
proved merchandising methods, elimi- 
nation of duplication, and the like, all 
point toward lower selling prices and a 
broader market. 

The nearest approach to an independ- 
ent marketing organization working for 
lower consumer prices is the chain store 
and mail order house. These are fore- 
runners in a field in which there is lots 
of room for development. The fact that 
the large mail order houses can deliver 
electric appliances of a quality compara- 
ble with leading brands for 20 to 40 per 
cent less is an illustration of their in- 
fluence on price. 

The foregoing is not intended to sug- 
gest that all producers of consumer goods 
immediately abandon all plans to sell 
their own product and look for a tieup 
with a chain store or mail order house. 

There are many manufacturers today 
who have no consumer sales organization 
either because they are war babies and 


never had one or because they had to 
give them up while engaged in war pro- 
duction. Before these companies jump 
to the conclusion that their only alter- 
native is to build up a selling organiza- 
tion to push some peacetime product and 
thus fall into the old time-worn pattern, 
let them carefully consider the oppor- 
tunities to become a supplier to an inde- 
pendent marketing organization. 

This is a decision that can be made 
now and arrangements made now with 
such an organization will enable a quick 
swing over to peace-time production 
without the added burden of marketing 
problems. 


CoNCLUSION 


In conclusion, now is the time for post- 
war planning. Such plans must be realis- 
tic. So far as the long-range picture is 
concerned, each manufacturer should be 
conscious of the obligation of industry 
to assist in building up an over-all mar- 
keting and distribution setup that will 
get goods to the consumer at lower 
prices and by that means bring consump- 
tion more in line with capacity. 
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THE NATURE OF POSTWAR 
RETAIL COMPETITION 


VICTOR LEBOW 
Chester H. Roth Co., Inc. 


Eprror’s Note: As with the preceding article, this 
contribution by the Sales Manager of Chester H. Roth Co. 
should provoke discussion and, perhaps, dissenting opinion 
to which the Notes and Communications section will be 
open. 


REAT CHANGES took place in retail- 
(5 ing in the decade 1931 to 1941; new 
areas of competitive conflict were devel- 
oped. The war has both intensified and 
in some cases distorted these trends. 
Their projection into the years ahead will 
help us discern the nature of postwar 
retail competition. 

No one who sets down his thinking of 
the times to follow the war can do so 
without making some basic assumptions. 
For the purposes of this article, the au- 
thor has assumed: (1) that American 
business will come through the war with 
its vitality still “bunyanesque,” with its 
capacity for enterprise and venturing un- 
diminished; (2) that American business 
leaders are still capable of learning, and 
that they have drawn sharp lessons from 
the events of the last twenty years; (3) 
that the goal of industry will be full 
production for an expanding market 
provided by a people on a rising living 
standard. 

The third assumption is of particular 
import to retailing. The degree to which 
this goal is realized may determine, for 
example, how desperate must be the 
struggle for existence on the part of 
smaller independent retailers. For re- 
tailers in general, the more nearly we 
approach a state of full productivity and 
full employment, the higher will be the 
rewards for success in the competitive 
struggle and the less grave will be the 
penalties for failure. Realization of that 


goal will have profound effects on the 
nature of retail competition, but even 
its complete realization will not diminish 
the degree of retail competition. 

Change breeds change in the field of 
distribution. The technique, forms, and 
competitive relations in retailing are al- 
ways subject to the influence of new de- 
velopments. When drug stores added 
soda fountains and candy cases to their 
equipment, for example, the confec- 
tionery stores and ice cream parlors de- 
clined in importance. There are more re- 
tail food stores than any other type of 
retail establishment—well over half a 
million—yet in ten years the supermar- 
ket, a new type of outlet, so altered the 
pattern of food distribution that a few 
thousand self-service “supers” today are 
doing 25% of the nation’s food business.! 

But the changes and trends which in- 
fluence retailing are not always generated 
within the pattern of distribution. The 
commodities produced and the people 
who buy have obvious effects on dis- 
tribution, which serves to bring them 
together. Therefore it is necessary to 
take a look at some of the relevant fac- 
tors in production and consumption; 
these will set the frame, so to speak, for 
the picture of postwar retail competition. 


PRODUCTION 


The demonstration of America’s pro- 
ductive capacity which the war effort 
has unveiled is a lesson the American 
consumer cannot forget; by such an 


1M. M. Zimmerman, “Supers as Mass Outlet for 
Drugs and Cosmetics,” Supermarket Merchandising, 
November, 1943, p. 41. 
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achievement American industry has un- 
dertaken an obligation which it can 
never henceforth deny. 

Even assuming a postwar national in- 
come of 150 billion dollars or more, how- 
ever, the economy faces a vast complex of 
contradictions. The fact is that the con- 
centration of economic power has been 
hastened by the war. In the words of the 
Senate Education and Labor Commit- 
tee: “America, a land of giant corpora- 
tions before the war, will emerge from 
this war with a larger share of its vastly 
expanded economy controlled by a 
smaller number of firms.” This concen- 
tration has been accompanied, not only 
by a huge addition to the national plant, 
but also by the introduction of newer 
and much more efficient labor-saving 
and automatic machines; new materials 
superseding old materials that called for 
greater expenditure of labor, as for ex- 
ample, plastics and laminated plywood; 
and new processes, like centrifugal cast- 
ing, which are as economical in man- 
hours. Thus we have a network of forces 
which tend toward reduced employment 
coupled with the national determination 
to achieve “full employment.” 

Without a huge multiplication of com- 
modities and an income distribution 
which will permit the consumption of 
this output, we shall face crises darker 
than even 1930-1933. On the part of the 
giant industries, such as aluminum, elec- 
trical equipment, glass, and perhaps 
steel, a number of totally new decisions 
will be called for: relaxation of patent 
monopolies, licensing of additional pro- 
ducers, and especially the renunciation 
of superprofits and planned restriction 
of production. Of immediate concern, 
however, is the effect upon retailing of a 
nation on a rising living standard with 


2 Quoted by Vice-President Henry A. Wallace, “We 
Must Save Free Enterprise,” Saturday Evening Post, 
October 23, 1943. 


more leisure and security than ever be- 
fore. There are likely to be changes, for 
example, in the character and number of 
retail units through which this doubled 
or trebled production of consumers’ 
goods will flow, and developments in the 
extent to which large manufacturers par- 
ticipate directly in distribution. 


CoNnsUMPTION 


What will be the ability of the con- 
sumers to absorb the increased produc- 
tion? The answer to this question de- 
pends in large part on the distribution of 
postwar income. 

Even if we assume that employment, 
together with income, will be maintained 
at wartime peaks, it must be remem- 
bered that the present prosperity is il- 
lusory for a large part of the population. 
The OPA study, “Civilian Spending and 
Saving, 1941 and 1942,” shows that 
61.8% of the families in the country 
lived in 1942 on an income of less than 
$50 a week, and this was a year of high 
prices. The new high records of depart- 
ment store sales reflected the heavy 
spending of the four out of every ten 
families who had an income of over 
$2,500. The OPA tells us further that 
over 88% of the savings by individuals 
in 1942 were made by people in the in- 
come level above $2,500, savings of 22.4 
billion dollars out of a total of 25.4 
billions.‘ 

An uneven distribution of income is, 
of course, not a new factor to be reck- 
oned with; we have always had it. The 
point is that it is still with us; that the 
doubled or trebled income we now enjoy 
has not changed it, except in degree. 

In 1935-1936, according to the Na- 
tional Resources Committee, 87% of the 
families in the country lived on an in- 


3 O.P.A. Division of Research, Civilian Spending and 
Saving, 1941 and 1942, p. 16. 
* Ibid., p. 17. 
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come of less than $2,500 a year.® Obvi- 
ously, the reduction of this group to 
around 60% of the population means a 
tremendous rise in the national standard 
of living. We have seen such a rise; de- 
spite a higher price level, more of our 
population have had enough to eat and 
wear in 1943 than ever before. But it is 
also clear that even now more than half 
of the people are living below what is 
generally considered a minimum stand- 
ard of living for Americans. 

The families and single individuals in 
the income classes below $2,500 a year 
in the years 1935 and 1936 made up 
roughly 89% of the population. They 
bought 67% of the clothing, 68% of the 
furnishings, 72% of the housing, and 
79% of the food.* It is probable that the 
percentage of commodities bought by 
those now in the income classes below 
$2,500 will continue in about the same 
ratio to the percentage of the population 
they represent. Therefore, if in 1935 and 
1936 the 89% of the population in the 
income brackets below $2,500 bought 
67% of the clothing, the 60% of the 
population now probably in that cate- 
gory can be expected to buy about 44% 
of the clothing, and similarly with the 
other items. In other words, even if in- 
come is maintained at wartime heights, 
close to two-thirds of our families will 
provide a restricted market for commodi- 
ties. 

The trends in consumption will have 
a determining effect on the price ranges 
of the goods to be sold at retail, the types 
of stores through which the greatest 
volume of commodities will flow, and also 
the area of the most intense competition. 


5 National Resources Committee, Consumer Incomes 
in the United States—Their Distribution in 1935-1936. 
(Washington, United States Government Printing 
Office, 1938), p. 18. 

® Idem, Consumer Expenditures in the United States— 
Estimates for 1935-1936. (Washington, United States 
Government Printing Office, 1939), pp: 83, 90. 


ANALYsIS OF RETAIL COMPETITION 


With this appraisal of production and 
consumption in mind, it should be easier 
to understand the forces which will shape 
the nature of postwar retail competition. 

For purposes of analysis, the competi- 
tive situation can be broken down into a 
series of “relationships of active opposi- 
tion”: 

(1) The independent merchant vs. the 

chain store. 

(2) The smaller independent vs. the larger 
store. 

(3) The general department store vs. the 
limited-price variety store. 

(4) The new unorthodox channels for a 
given commodity vs. the traditional 
outlets for the same commodity. 

(5) The drive for higher net profits and 
the acceptance of higher expense 
ratios vs. the trend toward lower 
markups. 

(6) Brands, name, and product monop- 
olies vs. lower cost distribution. 


In the sections of the discussion de- 
voted to the first three of these ‘‘relation- 
ships” the trends in retail competition 
are assessed for their effect on different 
types and sizes of outlets. The develop- 
ments cited in these sections will serve 
to suggest and point up the more fun- 
damental nature of the trends as they 
are analyzed in the discussion of the 
last three “relationships.” 

The independent merchant vs. the chain 
store. The 1939 Census of Business re- 
vealed that in the decade following 1929 
the number of independent stores in- 
creased both relatively and absolutely. 
On the other hand, the number of chain 
store units declined from 148,000 in 1929 
to 123,000 in 1939, or from 9.8% to 7.0% 
of all stores.” The share of the total retail 
business taken by the chains shows only 


7 Census of Business, Volume I, Retail Trade: 1939, 
p- 9. 
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a moderate upward trend, while the in- 
dependents lost some ground. 

The figures of dynamic significance are 
to be found, however, in the trend of 
“sales per store.” Contrast the rise in 
volume of sales for each chain store unit 
to the steep decline in sales for each inde- 
pendent store:® 


Sales per store 
1939 1935 1929 
Independent $19,333 $16,738 $27,614 
Chain 73,484 58,231 65,681 


This improvement in the quality of 
each chain store unit’s performance can 
be compared with the increase of output 
per man-hour resulting from rationaliza- 
tion in industry. The most spectacular 
of the policies leading to this rise in sales 
per store has been, of course, the closing 
up of chain grocery neighborhood stores 
by the thousands and their replacement 
by supermarkets in a relationship of from 
five to fifteen stores closed for each 
supermarket opened. Throughout the 
chain store field in general, similar re- 
sults have been achieved by the closing 
of less profitable stores, the remodeling 
and modernization of good stores, the 
improvement of locations, and the growth 
of the “‘super” or “‘A”’ stores. 

It should be pointed out however, that 
the chains reduced the number of their 
units and concentrated on improving the 
quality of their operation during a dec- 
ade marked by a drastic decline in na- 
tional income. Their decision, not neces- 
sarily to distribute more goods but to sell 
the goods more efficiently and profitably, 
corresponds to the policies of large manu- 
facturing corporations during the same 
period. But if we are going to witness 
a postwar rise in income and a multipli- 


8 United States Department of Commerce, Bureau of 
the Census. Sixteenth Census of the United States: 1940. 
Census of Business Volume I. Retail Trade: 1939. Part I. 
(Washington, United States Government Printing 
Office: 1943.) Based on data from Table 3F, p. 69. 


cation of the volume of commodities, 
then an increase in the number of chain 
store units must be a direct consequence. 
Judging from the history of independent 
store openings, we shall probably witness 
a far larger number of new independent 
and partially integrated or dealer stores, 
while the chains continue to open rela- 
tively fewer but larger units. 

The smaller independent vs. the larger 
store. While the intensity of chain store 
operation has been increasing, the inde- 
pendents have tended toward lower sales 
per store, more services, greater expense 
ratios, and ever-increasing variety of 
merchandise. 

It is true that during the war the small 
merchant has been forced—often to his 
profit—into changes contrary to his 
policy. He has had to cut out many of 
his services. He had been able to obtain 
neither so much merchandise as he 
wanted nor so great a variety. Here, as a 
matter of fact, his ability to use odd lots 
and small quantities from a wide range 
of sources has in many instances given 
him an advantage over the chains; this 
situation explains in large part why inde- 
pendents in the grocery field have re- 
versed the trend and for the first time 
have increased their share of the total 
food business at the expense of the 
chains. 

With the possible exception of in- 
creased cash reserves, most of the advan- 
tages won by the independent during the 
war will probably not be permanent. The 
one conclusion justified by the evidence 
is that the independent is ot being ren- 
dered extinct by the chain. Rather, he is 
being confined to a narrower and less 
fertile area, where he has to dig harder 
for lesser profits. 

There has developed in distribution, 
as in production, a sort of caste system. 
This does not deny to the man who is ex- 
ceptionally aggressive and intelligent the 
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opportunity to grow from a small mer- 
chant to a large one. But small business 
as a class is a permanently stunted form 
of enterprise—a function of big business, 
in mathematical terms. The number of 
stores doing below $30,000 a year in- 
creased from 1,098,910 in 1929 to 1,481,- 
089 in 1939. At the other end of the scale 
the larger stores doing above $300,000 
a year, representing less than 1% of all 
stores, had declined in number by 1939 
but still did close to one-quarter of all 
the retail business. ° 

Of special significance is the fact that 
the chains are doing a diminishing portion 
of their total business in their smaller 
outlets and an increasing percentage in 
their larger stores, and the degree of 
change is striking. Among the inde- 
pendents, on the other hand, the larger 
stores are increasing their share of total 
independent business only slightly, while 
the stores doing under $100,000 a year 
in volume show a slightly lower per- 
centage. These movements are sum- 
marized as follows:!° 














Chain Units 1939 1935 
Over $100,000 62.6% 51.8% 
Under $100,000 37.4 48.2 
Totals 100.0 100.0 

Independents 
Over $100,000 36.4 34-5 
Under $100,000 63.6 65.5 
Totals 100.0 100.0 


The large independent stores appear 
to be able to meet the chains on an equal 
basis, although the competition of the 
two groups is made less direct by the 
fact that the independents in part serve 
a different and higher income group. The 
small independent enterprises appar- 
ently go where the chains do not wish 
to follow; they fill in the less profitable 
areas of the distribution map, rent the 


* Idem, Volume I, part 2, p. 8. 
 Tbid., p. 9. 


lower cost and less desirable locations, 
and serve a smaller or poorer traffic. 

Thus the basic conflict in retailing 
actually resolves itself into a struggle 
between the chains and the large inde- 
pendents for the profitable business, and 
a struggle among the smaller independents 
for the unprofitable or less profitable busi- 
ness. 

In the years between 1900 and 1939 
some 16 million enterprises opened their 
doors, and about 14 million closed up. 
Much can be done to give small business 
both long-term credit and management 
guidance to raise its efficiency and 
longevity. Undoubtedly the develop- 
ment of the dealer-agency relationship 
of the type of Western Auto Supply 
Company, Firestone Tire and Rubber 
Company, The Gamble Stores, and 
others, and the wholesaler-dealer tie-up 
in the Butler Brothers plan, will reduce 
the mortality rate of small retailers. But 
since the small independent is the mar- 
ginal distributor, so to speak, passing on 
maximum distribution costs which he 
cannot reduce, it would take incredible 
planning and effort on the part of the 
government to reverse the trends affect- 
ing small stores. Birth control, volun- 
tarily imposed, may be even more impor- 
tant than guidance and credits to reduce 
small business mortality. 

The trend toward decentralization, 
as exemplified by department store 
branches, the entry of Firestone into the 
department store field, the appearance of 
Chicago Mail Order House, and now 
Spiegel’s, on the retail horizon, promise 
to keep most independent retailers Lilli- 
putian in size. 

The general department store vs. the 
limited-price variety store. The depart- 
ment stores have in the past catered to 
the middle and upper middle class, a 
relatively small fraction of the popula- 
tion. The Department of Labor studies 








16 


THE JOURNAL OF MARKETING 





on Family Expenditures in Selected 
Cities, give the prices paid by consumers 
at different income levels in 1935 and 
1936." It is noteworthy that the prices 
paid by groups below the $2,000 a-year 
income are generally either at the lowest 
price in a department store or below the 
department store prices. Consumers in 
these low-income groups have formed the 
habit of patronizing the limited-price 
variety chains and other low-cost dis- 
tributors for many of their household 
and clothing purchases. 

The chains, in developing their larger 
stores to do a greater volume, have been 
adding lines and expanding their selec- 
tions. By 1939 the term “‘limited-price 
variety” less accurately described the 


larger units of syndicate store chains 
than it did in 1929. This multiplication 
of lines and varieties is also to be ob- 
served in supermarkets, auto accessory 
stores, apparel and furnishings chains, 


cigar store chains and drug chains. These 
outlets challenge the department stores 
even more strongly than in the past. 
At the same time, the middle class is 
tending to shrink in size and influence. 
The huge industrial employment ac- 
companying high peacetime commodity 
production will change not only the 
occupational trends but even the social 
composition of the American population. 
The mechanization of office work wiil 
further deflate the middle class. It 
seems clear that these factors, in com- 
bination with the pressure to distribute 
merchandise at lower costs in order to 
increase the flow of commodities, will re- 
strict the typical department store, with 
its high fixed expenses and costly serv- 
ices, to a steadily shrinking segment of 
1 Department of Labor, Bureau of Labor Statistics, 
in cooperation with Works Progress Administration. 
Family Expenditures in Selected Cities, 1935-19376. 
(Washington, United States Government Printing 


Office, 1941.) For example, see Volume III, Clothing 
and Personal Care, p. 37. 


the population. It seems clear that the 
department store, the “popular-price” 
department store particularly, will be 
forced to institute drastic changes in its 
methods, to reduce its costs of operation, 
lower its mark-ups, and so compete at 
the price levels sought by the lower in- 
come groups. 

The new unorthodox channels for a given 
commodity vs. the traditional outlets for 
the same commodity. The channels of dis- 
tribution have become fluid. The neces- 
sity for increasing sales volume in stores 
with high fixed expenses led the cigar 
and drug chains into new fields, particu- 
larly in the years between 1930 and 
1940. The supermarkets, when they first 
appeared, carried “soft goods’; in the 
Southwest and on the Pacific Coast 
many of them have built a steady busi- 
ness on men’s and women’s apparel 
items. And now, during the war, super- 
markets have added hundreds of house- 
hold, drug, and toilet articles, glassware, 
books and even hosiery. The impact of 
war economy also forced the huge auto 
accessory chains into apparel, household 
equipment, and other lines. 

At the same time there has been a 
heavy mortality of independent stores 
and wholesalers in many lines. During 
1941-1943, for example, in radio and 
electrical supplies 30% of the dealers 
have gone out of business, largely be- 
cause of inability to obtain adequate 
supplies of merchandise; in clothing the 
figure is somewhere around 5%." Since 
these dealers have not been replaced by 
new ones, their place in the community 
is largely being taken by an auto supply, 
drug, food, or cigar store. Thus, certain 
outlets have taken advantage of a tem- 
porary opportunity to broaden their 
lines, have shown that they can dis- 


2 T. G. MacGowan, “A Pattern for Postwar Market- 
ing.” A speech delivered before Midwestern Sales Con- 
ference, Chicago, November, 1943. 
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tribute economically the new commodi- 
ties which they have taken on, and will 
probably continue into peace many of 
their marketing innovations. In the off- 
ing is the plan of the oil companies to 
sell at roadside filling stations articles of 
general use. And a huge food processor 
who has been making equipment for the 
armed forces is reported preparing to sell 
household electrical supplies through 
grocery stores. 

No longer are commodities bound to 
travel foreordained paths. Rather, one 
type of distributor now reaches out and 
appropriates the fastest moving items in 
the lines carried by others. So, vitamins 
and drugs and glassware go into super- 
markets; hosiery, and other apparel 
items into cigar and drug chains as well 
as “hard goods” stores; and ladies’ 
“‘man-tailored”’ suits into men’s clothing 
stores. 

The drive for higher net profits and the 
acceptance of higher expense ratios vs. the 
trend toward lower mark-ups. This tend- 
ency for unrelated channels of distri- 
bution to add to their lines the fastest 
moving items from other fields naturally 
affects the net profits of the traditional 
distributor of the items thus selected. 
Women’s full-fashioned hosiery pro- 
vides approximately 3% of the sales 
volume of a department store but pro- 
duces over 7% of the net profits.“ This 
fast turnover item may become attrac- 
tive to a drug store for the additional 
volume it can furnish. But a drug store 
requires approximately the same mark- 
up as a department store. Let cigar store 
chains or supermarkets take such a fast- 
moving item and apply their traditional 
lower mark-ups to it, and a revolution 
is affected in the distribution of the arti- 
cle. This is today happening with vita- 


%3 Controllers Congress of the National Retail Dry 
Goods Association, 1941 Report, p. 15. Also 1942 Re- 
port, p. 47. 


mins and other drug items in super- 
markets, with paints in auto supply 
stores, and with books at newsstands. 

The competition is thus developed be- 
tween various channels of distribution 
over the same items—with the point of 
conflict set by their differing minimum 
mark-up requirements. 

A scale of competition is likely to be 
larger, however, than a scramble for a 
score or so of selected items. It may take 
the form of a struggle between chains of 
different structure, based upon their 
differing costs of operation. There will 
come into collision on a national scale 
the chains against organized streamlined 
smaller independents; the “super’’ stores 
of the chains battling each other as well 
as the larger independents; A & P vs. 
Kroger, Safeway, and the others; Wool- 
worth vs. Kresge, Kress, Newberry; 


Sears Roebuck & Company vs. Mont- 
gomery Ward, Firestone, Western Auto, 


Gamble’s; and J. C. Penney Co. against 
most of the field. 

Clearly one of the solutions these 
chains will consider (and not necessarily 
the correct one in all cases) is their entry 
into the manufacturing of many of the 
articles they sell. Many will be forced in 
that direction by the lowered mark-ups 
they are and will be taking, especially on 
their fastest moving and most competi- 
tive items. It is no secret that a number 
of them are already engaged either in 
manufacturing or assembling commodi- 
ties they sell. 

Brands, name and product monopolies 
vs. lower cost distribution. A few years ago 
the Twentieth Century Fund in its study 
Does Distribution Cost Too Much? ar- 
rived at the conclusion that of the con- 
sumer’s dollar, 59 cents goes for the costs 
of distribution and only 41 cents for 
production. In November of 1943 the 
Federal Trade Commission published a 


summary of its study on the costs of dis- 
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tribution of important food products in 
which were included the data which 
follow :#4 


, Expenses 
Processors rs ae nd per $1 of 
overed Net Sales 


Cane Sugar Refiners 
Meat Packers 

Chain Store Bakeries 
Wholesale Bakeries 
Biscuit & Cracker Mfrs. 
Packaged Cereal Mfrs. 


Year 1939 = 4.53 
Year 1939 6.72 
Sept. 1941 12.18 
Sept. 1941 26.86 
Year 1939 }§6=. 34. 66 


Year 1939 = 34-93 


Wholesalers 
Cooperative Wholesale 
Grocers Year 1939 5.87 
Old Line Wholesale Grocers Year 1939 9.65 
Retailers 


Retail Cooperative Grocers 
Retail Grocery Chains 


Year 1939 =:19.. $0 
Year 1939 ©. 20.62 


Independent Retail Grocers 
House-to-House Bakeries 


Year 1939 6. 22. 58 
Sept.1941 37.51 


It is clear that at each of the three levels, 
manufacture, wholesale, and retail, there 
are cases of excessive distribution costs— 
excessive from the standpoint of success- 
ful marketing of the maximum produc- 
tion of commodities. 

High distribution costs attract lower 
cost producers and distributors who are 
faced with declining mark-ups and in- 
tensified competition; I have called this 
process ‘‘marketing arbitrage.” We shall 
see both manufacturers and distributors 
go into new fields or take on new com- 
modities precisely because the tradi- 
tional selling costs or mark-ups of the 
“oldtimers” are higher than those of the 
newcomers. An example, not too vision- 
ary, might be the entry of the Kaiser 
shipbuilding or the Boeing aircraft in- 
terests into the manufacture of inex- 
pensive motor cars, distributed through 


™ Federal Trade Commission, Methods and Costs of 
Distribution, Part one, November 11, 1943, p. 3. 


such channels as Sears Roebuck & Com- 
pany—certainly an occurrence that would 
deflate the prewar automobile agency or- 
ganizations with their expensive and 
wasteful duplication. 

The effect of these changes will also 
fall upon the use of brands. It is surely 
more then coincidence that prices 
charged for products distinguished by a 
brand or name monopoly are typically 
higher than for unbranded products. 
Why can not standardization and grade 
labeling become important aids to low- 
cost marketing? In this brief article no 
attempt can be made to answer that 
question explicitly. But perhaps an hy- 
pothesis, like the following, will serve to 
make the point: 


Picture a conveniently located self-service 
supermarket in which all the products offered 
will be under one brand name, their quality 
determined by independent testing labora- 
tories and authenticated by seals nationally 
recognized and fully accepted by the con- 
sumer. Since all articles are under one brand, 
there will be variety, but it will be reduced 
to a minimum; there will be no duplication 
such as is required when competing brands 
are stocked. All prices will reflect the absence 
of promotional costs such as are needed to 
build up national brand preference, and the 
lower warehousing costs of the chain or co- 
operative warehouse as against the greater 
expense of manufacturers’ outlets or the old 
line wholesaler. 


We shall not see such an institution 
in the postwar period, but this is the 
theoretical limit of efficiency in distri- 
bution toward which retailing will now 
have to move. The compulsion to ap- 
proach nearer and nearer this limit will 
in fact be the essence of postwar retail 
competition. 
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A CASE STUDY IN THE COSTS 
OF DISTRIBUTION 


LT. ALVIN R. WORMSER 


Epitor’s Note: This paper is based on the observa- 
tions of the writer while in the employ of a wholesale 
grocery house early in 1942. Because of the confidential 
nature of the data, the company and the market are not 
named. 


The writer is now on active duty with our armed forces 


HE PURPOSE of this article is to 
‘ta ze the operations of a branch 
house of a wholesale grocery company 
and, on the basis of the analysis, to 
present certain recommendations for im- 
proving operations. The approach is 
through the technique of cost analysis. 


CHARACTERIZATION OF THE FIRM 


The firm whose branch house is con- 
sidered in this study might be termed a 
full-service, specialty wholesale grocery 


house. That is, it grants credit, delivery 
and incidental services in the sale of a 
narrow range of products in a single line 


of merchandise. It contracts for the 
major part of its canned food products 
with independent canneries, attaching 
its label to the resulting product, but 
packs a small part of its products at its 
own ten-acre packing plant. 

The specific branch house covered by 
this study began operation in 1922. 
Yearly sales of $1,500,000 are secured 
from nine brands of canned foods and 
dried fruits, ranging from fancy to 
standard in quality. Sales are made to 
several kinds of middlemen. Approxi- 
mately 60 per cent of its sales are to in- 
dependent retailers, 15 per cent to local 
chains, 15 per cent to institutional trade 
and 10 per cent to jobbers. 

Selling activities are carried on by 
means of sales representatives and vari- 
ous forms of advertising media. The 
salesmen are paid a basic commission 


in addition to a fixed expense account. 
They are restricted only to broad terri- 
torial limits. 

Advertising media used include news- 
papers, radio and outdoor promotion. 
Free consumer deals of the premium 
type are practiced. In addition, coopera- 
tive retailer advertising, advertising 
allowances and demonstrator’s services 
are provided the trade within the limits 
set by the Robinson-Patman Act. 


MeETuHOoD or ANALYSIS 


The type of cost analysis with which 
this study is concerned is the so-called 
functional analysis. That is, expense ac- 
counts are not regarded as objects of 
expenditure, but as responsibilities of 
specific functional classes into which the 
firm’s cost structure has been divided. 
The result of this type of analysis is that 
total cost for a number of functions is de- 
terminable. 

In this study the total distribution 
activity of the firm was divided into five 
functional classes—maintenance, move- 
ment, administration, selling, and pay- 
ment and collection.' They were defined 
as: 

Maintenance—expenses involved in keep- 

ing a stock of merchandise for sale. 

Movement—expenses incurred in facilitat- 

ing the flow of merchandise through the 
establishment. 

Administration—expenses incurred by ex- 

ecutives performing duties connected 
with all activities of the business. 

Selling—expenses which result from the 

promotion of sales. 


1 The functional classes used here follow closely those 
analyzed in E. J. Carroll’s “Wholesale Druggists’ Oper- 
ations” study, U. S. Department of Commerce, 1934. 
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Payment and Collection—expenses result- 
ing from the practice of extending credit 
and collecting outstanding balances. 


The natural expense accounts secured 
were twenty-two in number. It was pos- 
sible to allocate fourteen natural expense 
accounts directly to functional classes. 
Six other expense accounts were dis- 
tributed on the basis of experienced ex- 
ecutives’ estimates, while two natural 
expenses were distributed on the basis 
of floor space. 

It had been determined that the ob- 
ject of the analysis was to study the 
profitability of customers and orders of 
various sizes. Customers were classified 
into fifteen annual purchase groups rang- 
ing from annual purchases of $50 and 
below to annual purchases of over $3,000. 
Orders were classified into twelve dollar 
size groups ranging from $5 and below 
to over $300. The functional class totals 
previously obtained were allocated first 
to the customer groups and then to the 
order size groups on the basis of their 
respective responsibility for the expend- 
itures.? 

In the assignment of the functional 
expense class totals to the objects of the 
analysis (customers and orders), the fol- 
lowing bases of allocation were used: 

Maintenance was distributed to both 
the customer and order groups on the 
basis of the volume of merchandise sold 
to each group. For example, if a cus- 
tomer group purchased a fifth of the 
total merchandise sold by the company, 
it was charged with 20% of the total 
maintenance figures. 

Movement was distributed to the var- 
ious groups on the basis of the number 
of orders serviced by each group. Thus, 
a customer group purchasing 100 orders 


2 In collecting data on customers and orders, a random 
sample was taken of every tenth account which had 
been on the company’s books throughout the entire 
fiscal year studied. 


to make up its annual purchase total 
would be charged ten times as much for 
movement as the group purchasing Io 
orders to make up its total purchases. 

Administration was re-allocated to the 
other four functional classes on the basis 
of previously distributed expenses to 
these classes. The reason for this pro- 
cedure was that the expenses included 
under the administrative function repre- 
sent costs incurred in performing duties 
connected with every other function. 

Selling was distributed to the various 
groups on the basis of the number of 
sales calls. The use of this service unit 
involved the active support of the sales 
force in securing data on calls and its re- 
finements included the making of time 
studies. 

Payment and collection was dis- 
tributed by breaking down the function 
into its component parts: routine credit 
activity and bad debt losses. Routine 
credit activity costs were allocated on 
the basis of the number of accounts out- 
standing, while bad debt costs were dis- 
tributed on the basis of the dollar 
amounts outstanding on past due ac- 
counts in the various groups. 

In the final interpretative phase of the 
study all operations previously dis- 
cussed were brought together in tabular 
form, illustrated by Table I. 

In Table I the four functional classes 
have been allocated to the respective 
customer groups on the criterion of re- 
sponsibility. A total of these four classes 
was secured for each customer group. 
The administrative function was dis- 
tributed to these customer groups on the 
basis of the total functional figure se- 
cured above for each group. The total 
of the four functional classes with the 
additional administrative function make 
up the total expense charged to each cus- 
tomer group. 

The sales of each customer group were 
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next determined and the gross margin on 
the basis of these sales was computed for 
each group. This gross margin figure for 
each customer group was compared with 
the total expense figure secured above 


Tas_e I. Metuop Usep To INTERPRET REsuLTS 
OF THE FUNCTIONAL ANALYSIS 








$200.01 $300.01 $400.01 $500.01 
to to to 


$400 $500 = $600 


Customer Groups ce 
(annual purchases) $300 





Maintenance 





Movement 





Selling 





Payment and 
Collection 





Total without 
Administration 





Administration 





Total Functional 
Expense 





Sales 





Gross Margin 





Profit or Loss 





for each customer group to compute the 
profit or loss on sales that each customer 
group provided. 


RESULTS OF THE ANALYSIS 


The results of the customer group 
analysis on the basis of annual purchases 
revealed that the total number of cus- 
tomers in unprofitable groups was 1,600 
or 60 per cent of the customers served. 
Twenty per cent of the firm’s total sales 
were to these customers. They provided 


a net loss of $40,447 to the firm, while 
the profitable groups netted the firm a 
$70,447 profit. These profitable accounts 
provided an average net profit of 5.8 per 
cent as contrasted with the 2 per cent 
net profit on sales shown in the com- 
pany’s operating statement. 

The “breaking point for profitability” 
—the point at which a customer becomes 
profitable to serve—was revealed as in 
the neighborhood of $400-$500 in an- 
nual purchases. The small-volume cus- 
tomers were found to be the most ex- 
pensive to serve. It cost the firm $1.014 
to sell a dollar’s worth of goods to mem- 
bers of the group purchasing $50 and 
below annually. Since the firm’s gross 
margin on every dollar sale was 18.5 
cents, it lost 82.9 cents on every dollar 
sale to this customer group. On the other 
hand, it cost the firm only 10.5 cents to 
sell a dollar’s worth of merchandise to 
the customer group purchasing over 
$3,000 worth of goods annually. 

The order group analysis on the basis 
of dollar size revealed that 24,560 orders 
were unprofitable. These orders made up 
67% of the branch’s total orders and 
accounted for 33 per cent of the total 
sales. The unprofitable order groups were 
handled at a loss of $52,415, while the 
profitable groups yielded a net profit of 
$82,415. Their average net profit figure 
was 8.9 per cent in comparison to the 
2 per cent net profit margin of the firm. 

The “breaking-point for profitability” 
was in the vicinity of the $40 order. Be- 
low this point the firm sustained a loss 
reaching a maximum of $1.515 on every 
dollar sale to the order group of $5 or 
less, while profits reached as high as 13.3 
cents on every dollar’s worth of goods 
sold to the order group purchasing over 
$300. 

While the results of the previous 
analyses are indicative of the business’ 
general condition, they are of small value 
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unless they can be analyzed in terms of 
the individual customer. If the results of 
both analyses are related, however, it is 
possible to reach a decision regarding the 
profitability of an individual customer. 
The following actual sales situations il- 
lustrate the method used to relate the 
results obtained. 

Customer “‘A”’ was one of the largest 
annual purchasing customers of the 
branch, buying a total of $9,965 worth 
of merchandise for the period studied. 
An analysis of “‘A’s’”’ purchases revealed 
that 213 of the 295 orders serviced were 
unprofitable and the 82 profitable orders 
were not of sufficient size to off-set the 
unprofitable orders. On the other hand, 
customer “B”’ bought an annual total 
of $4,538 worth of merchandise. This 
purchase figure was less than half as 
large as “‘A’s’”, yet customer “B”’ dis- 
played only 2 unprofitable orders out of a 
total of 16. Each of the 14 profitable 
orders netted the firm a profit in excess 
of 12 per cent. Without the benefit of the 
order analysis, the decision would be 
that both customers were profitable, 
customer “‘A”’ certainly being chosen as 
the better of the two. However, his pur- 
chases, which on the surface stamped 
him as a fine customer, were misleading, 
because the efforts necessary to obtain 
them were too great. 


SoME REASONS FOR UNPROFITABLE 
CUSTOMERS AND ORDERS 


The specialty wholesale grocery firm 
analyzed here has been established in its 
market for a period of over twenty 
years. During this time it has gradually 
relaxed its original sales policy of con- 
fining distribution to a limited number 
of outlets until today it aims at securing 
the widest possible distribution for its 
products. 

The firm is interested in an extensive 
cultivation of its market principally be- 


cause of certain characteristics possessed 
by its products. The company maintains 
a rigid control over the quality of its 
products and frequently advertises that 
they are the best obtainable of their 
type. It feels that a policy of wide dis- 
tribution is the cheapest and most ef- 
fective means of securing consumer rec- 
ognition for its products, while at the 
same time it is ideally suited for compet- 
ing against rival companies. 

This policy of extensive distribution 
has added a large number of unprofitable 
customers to those previously served by 
the firm. The management is not un- 
mindful of this fact and has instituted 
two measures with an eye to the elimina- 
tion of these unprofitable customers. 
One is an annual conference between the 
sales manager and the individual sales- 
men at which time the necessity for 
better customers is emphasized. The 
other is the fixing of a minimum limit 
of 250 pounds for the shipment of each 
order. This, if enforced, would exclude 
all orders falling below $24. 

The reason that these measures have 
proven ineffective stems from the fact 
that the organization is not completely 
convinced of their value. The manage- 
ment believe that the prestige of the 
company and the continued good will of 
the retail trade would be seriously en- 
dangered by resort to the practice of 
elimination of unprofitable customers. 
It believes further that the elimination 
of unprofitable customers precludes any 
possibility of their growing into re- 
munerative accounts. It does not favor 
the imposition of service charges or a 
strict minimum order policy, feeling that 
the adoption of these measures would be 
tantamount to eliminating the customer. 
Finally, the management looks with 
skepticism on suggestions that the cus- 
tomer be educated to the problems aris- 
ing from his small purchases. 
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There appears to be considerable 
doubt as to the practicability of the ex- 
tensive distribution policy followed by 
the firm. The policy seems to be one of 
foregoing earl, gains in the hope of 
larger future successes. While it is 
granted that in the past there might have 
been some basis for this idea, the present 
war era, with its emphasis on procuring 
supplies, reducing deliveries and sales 
calls and eliminating inefficiency wher- 
ever possible tends to make it unsatis- 
factory. 


SoME RECOMMENDATIONS 


Four main steps seem called for, as 
follows: 


First, the inefficiencies found toexistshould 
be dealt with in an effective manner. 
Second, the branch’s customers should 
then be re-analyzed and placed in three 
flexible divisions reflecting their indi- 

vidual profitability to the firm. 

Third, measures calculated to elevate the 
doubtful and unprofitable customers to 
profitable levels should then be taken. 

Fourth, the remaining customers who have 
not reacted favorably to this treatment 
may now be eliminated but only after 
consideration has been given to their 
future profitable possibilities and the 
effect of their elimination on the other 
customers. 


The major inefficiency disclosed by 
this study lies in the firm’s method of sale 
in the market. Throughout the cost anal- 
ysis it was apparent that the selling 
function played a major role in each cus- 
tomer and order group’s expenditures. 
One of the chief reasons for its dominant 
position is the fact that the firm’s system 
of selling is a sales territorial system in 
name only. The sales force is divided into 
four large territorial divisions. The sales- 
men of each division are not assigned 
territories within the division, but are 
allowed to solicit accounts in any part 
of the broad division. 


It is also a fairly common practice for 
the salesmen to sell in more than one 
territorial division. There is a case where 
one salesman sells in three different ter- 
ritorial divisions. Upon analysis it was 
revealed that this salesman possessed a 
relatively large number of accounts, ap- 
proximately 80 per cent of them exhibit- 
ing unprofitable characteristics. 

Several inferences as to the effective- 
ness of the firm’s method of sale can be 
drawn from this and many similar il- 
lustrations. The lack of a strict territorial 
division of the market leads to the over- 
lapping of sales areas which results in 
turn in a host of problems involving split 
sales commissions and the duplication of 
selling efforts through the back-tracking 
which ensues. The absence of an ade- 
quate territorial sales division makes 
comparison between salesmen difficult 
and reduces the control that manage- 
ment is able to exercise over its sales 
force. 

The fact that the firm’s sales system 
is a _ «duct of historical development 
does not validate its use under the 
changed conditions of the present day. 
When to this fact is added the numerous 
advantages accruing from a strict sales 
territorial division, such as the complete 
coverage of potential markets, the abil- 
ity to meet competition on more favor- 
able terms, the tendency to equalize 
sales opportunity for the sales force 
members and the savings of time and 
efforts, it is difficult to justify the reten- 
tion of the old system. 

Of course, the management is con- 
fronted with the ticklish problem of re- 
assigning accounts to the sales force in 
conformity with a new territorial sales 
system. It is difficult, if not impossible, 
to explain to a salesman who has worked 
for years to build up a group of paying 
accounts that it is to his best interests to 
relinquish these customers and move into 
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a new sales territory. The most persua- 
sive sales manager may fail here, unless 
he can back up his arguments with facts 
and figures. But if he can confront the 
individual salesman with records show- 
ing that his efforts now expended can 
achieve far more remunerative results by 
limiting his activities to a restricted area, 
the executive’s chances of selling the 
proposition to his sales force are © ~ 
measurably improved. 

For purposes of illustration, consider 
the case of the salesmen possessing 200 
accounts, distributed throughout three 
of the four territorial divisions of the 
market. Since an account should be 
called upon twice a month at a mini- 
mum, he is confronted with the task of 
calling on 100 customers in an average 
week of 40 hours. If each customer was 
located next to another customer called 
on, he would be able to spend only 24 
minutes with each customer. Since these 
customers are located in three different 
sales areas, they are often neglected for 
a month at a time, and when visited, an 
ineffective selling job is done because of 
the limitations of time. The over-all re- 
sult of these activities is to raise traveling 
expenses, decrease sales volume, call on 
established trade less frequently, leave 
good customers open to competitors and 
provide no opportunity for a creative 
selling job on prospective customers. If 
this salesman is confronted by an analy- 
sis of a particular section of one of the 
firm’s four sales divisions, in which ac- 
tual and potential sales volume is shown 
to be at least equal to the total of his 
previous distant sales area, he may be in- 
clined to approve of the change to a 
strict territorial system of sales. 

How is this information for a section 
of a sales territory to be secured and, if 
it be obtained, will the expense of collec- 
tion and interpretation outweigh its use- 
fulness as a tool of sales management? 


The firm is fortunate in being located 
in a metropolitan area of over 800,000 
population where many analyses have 
been made regarding the territorial po- 
tentialities and trading areas of the 
market. They include detailed studies by 
the Chamber of Commerce, the Mer- 
chants’ Association, the Department of 
nmmerce, and the Hearst publications. 

: Hearst analysis, for example, sub- 

ides territorial potentialities in four 
ways: by people and their homes, stand- 
ards of living, buying power, and dis- 
trict outlets. These studies are easily 
interpreted and may, in every case, be 
secured at a nominal cost. 

It appears, therefore, that a major 
inefficiency of present operations may 
be corrected by establishing a strict ter- 
ritorial division of the market in which 
each salesman is, after a careful study, 
assigned to a definite sales area within 
the territory. As an essential corollary 
to the system of territorially dividing the 
market, a system of routing sales calls 
should also be inaugurated. It has been 
estimated that only 25-35 per cent of a 
salesman’s time is actually spent in pro- 
ductive selling effect; the rest is con- 
sumed mostly in traveling and waiting.’ 
The solution here lies in a carefully 
worked-out plan involving area coverage 
and frequency of calls on the individual 
customers. 

After the inefficiency resulting from 
the firm’s method of sales in the market 
has been corrected, the next step in- 
volves re-analyzing the firm’s customers 
with regard to their profitability under 
the new sales system. H. F. Taggart, 
recognizing the fact that cost analysis is 
not sufficiently exact to establish precise 
boundaries for profitable business, has 
stated that “‘a study intelligently con- 
ducted can mark out three zones into 


® Doubeman, J. R., Fundamentals of Sales Manage- 
ment, 1937; P» 323- 
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which all customers can be placed.’ 
They are (1) a zone of unquestioned un- 
profitability, (2) a zone of doubt where 
further study is necessary and where 
the inter-relationships between customer 
and order analyses for individual custom- 
ers attain their maximum utility, and 
(3) a zone of undoubted profitability. 

With the data secured from this zonal 
arrangement of profitability, measures 
can be taken whereby customers com- 
posing the zones of doubt and unprofit- 
ability may be raised to profitable levels. 
The most effective method of dealing 
with this problem is by resorting to the 
size of the order purchased. If the orders 
purchased by unprofitable and doubtful 
customers can be raised to the neighbor- 
hood of $40 through the imposition of a 
strict minimum order regulation or a 
service charge, the solution to the prob- 
lem is close at hand. Previously it was 
related that the firm did not favor the 
imposition of service charges or a strict 
minimum order policy because their use 
would be tantamount to eliminating the 
customer. While in a large percentage of 
the cases this belief will be substantiated 
because of the extremely competitive 
nature of the market, there will be a 
number of customers who will follow the 
new company policy. These customers 
will, consequently, be elevated to a profi- 
table level. 

There are a number of customers in 
the unprofitable groups, however, who 
will not react to any of the previous 
measures. For them there is only one 
answer—elimination. However, before 
this procedure is begun, the effect of their 
elimination on the remaining customers 
and the future profitable possibilities 


* Distribution Cost Accounting for Wholesaling, 1939, 
p. §2. 


of these customers must be analyzed. 

The analysis undertaken revealed that 
the elimination of 1,220 customers com- 
posing five unprofitable customer groups 
in the study would add only $583 to the 
firm’s net profit figure.5 This small saving 
indicated that many profitable custom- 
ers had been included in these custom- 
er groups. By analyzing each custom- 
er from these groups separately only 
the truly unprofitable customers would 
eventually be eliminated and the net 
profit figure would be increased greatly. 

In addition, the elimination of these 
customers would make available a great 
many man-hours for other activities. In- 
cluded in this redirection of activity are 
6,528 extra man-hours made available to 
the sales force. If these extra man-hours 
are apportioned equally among the sales 
force, each salesman would have an ex- 
tra 181 hours in which to cultivate more 
profitable accounts. The net result is 
that each salesman would have an extra 
four and one-half weeks during the 
course of the year, or almost a full extra 
hour during each working day in the 
year, to devote to the cultivation of 
more profitable outlets. 

Before these customers are eliminated, 
however, their future profitable possi- 
bilities should be considered. Only when 
possibilities of future profitability can be 
clearly demonstrated, ought a customer, 
shown to be unprofitable in both the 
customer and order analyses, be re- 
tained. 

It seems that the application of the 
foregoing four recommendations would 
result in a substantial improvement of 
the profits of this branch house. 


5 For method of analysis see Meserole, W. H. and 
Seven, C. H. “Effective Grocery Wholesaling,” U. S. 
Department of Commerce, 1941. 
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Epiror’s Note: The authors wish to acknowledge that 
this paper was written at the suggestion of Dr. Alfred N. 
Watson, Assistant Manager, of the Research Department 
of the Curtis Publishing Company which has been con- 
ducting excellent researches with a view to improving 
methods of sampling. 


UCH OF THE funded knowledge 

which is converting marketing 
from a loosely practiced art to a modern 
science is directly traceable to the results 
of marketing surveys, and such surveys 
are feasible and practical largely because 
of the availability of methods of sam- 
pling. 

Market surveys vary tremendously, of 
course, in the extent to which they utilize 
modern sampling methods. Such surveys 
are still relatively new and, in conse- 
quence, the principles of good survey and 
sampling methods have not always been 
assimilated by those who conduct them. 
Unfortunately, enthusiasm and energy 
are no adequate substitutes for the sta- 
tistical and other techniques requisite 
for a good survey. Because of the general 
importance of increasing the efficiency of 
distribution in our economy and because 
of the great stakes involved for indi- 
vidual enterprises, it is important that 
the best that statistical science has to 
offer be utilized in the marketing survey. 

No extended comment will be made in 
regard to those market surveys which, 
while they do not cover the entire uni- 
verse as in complete consumer surveys, 
do not pretend to use sampling methods 
in the selection of respondents. Suffice it 
to say that such surveys can be of service 
only through coincidence and that they 
may be of considerable disservice to the 
extent that they give the agency con- 
ducting the survey and the distributor a 
false sense of security which has no 
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sound basis in fact. In this type of sur- 
vey, it is frequently believed that a large 
enough number of cases is an adequate 
substitute for good principles of sample 
design, but experience has well demon- 
strated (for example, the Literary Digest 
poll) that a “chunk” is not an adequate 
substitute for a sample. 

It is to the surveys that are making 
some use of sampling methods that this 
paper is primarily addressed with the 
purpose of directing attention to recent 
developments which are not yet widely 
known and which hold forth promise for 
great dividends to all sample surveys in- 
cluding market surveys. 


Quota SAMPLING 


The current method, perhaps most 
widely employed in the selection of re- 
spondents in market surveys and in polls 
of opinion, is that of “in ratio” or 
“quota” sampling. This method of sam- 
pling has been especially attractive be- 
cause of the ease with which it can be 
administered and because of its apparent 
success in some of the better known pub- 
lic opinion polls. 

The essentials of this method consist 
in: (1) the selection of certain attributes 
of the population to be used as “con- 
trols’; (2) the determination, in ac- 
cordance with the known, assumed or 
estimated composition of the population 
to be sampled, of the proportion of each 
class or control group of the population 
which is to be included in the sample; and 
(3) the fixing of quotas for each enumera- 
tor in such a way that the respondents 
selected for interview will include the 
specified proportion of each class of the 
population originally agreed upon. 
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In operation the enumerator armed 
with his “quotas” sets out to fill his quota 
of persons of specified age, sex, color, 
economic level, education, and so on, 
and has considerable freedom of selection 
of respondents within these categories. 

Two problems in the application of 
this method may result in more or less 
serious biases. The first is in the fixing 
of the quotas. Data for fixing quotas 
must be estimated from previous census 
results and certain current sources. 
When drastic internal changes are tak- 
ing place in the economy, as during the 
depression of the last decade, or during 
the war now, estimated quotas may be 
seriously in error. Thus wrong controls 
are imposed on the sample, with the 
possibility of serious errors resulting. 

The second problem arises from the 
risk involved because of the extent to 
which the success of the survey depends 
upon the enumerator. If the enumerator 
is dishonest the results will probably be 
bad under any sample design (although 
dishonesty can more easily be detected in 
some: designs than others), but even if 
we assume an honest enumerator the 
quota system of sampling opens the door 
to biases of unknown direction and mag- 
nitude. It can generally be assumed that 
the enumerator in filling his quotas will 
to some extent suit his own convenience, 
whether consciously or not. As a result, 
even though the sample contains the 
proper quotas of each class of the popula- 
tion, it may contain too many people of 
same nationality, educational level, or 
avocational interests of the enumerator, 
and too few third floor apartments, single 
family dwellings, or multiple worker 
families.? 


1 See a paper by Ernest R. Hilgard and Stanley L. 
Payne, in the 1944 spring issue of the Pudlic Opinion 
Quarterly on “People hard to find at home: Why call- 
backs are desirable in sample surveys” in which the 
nature and magnitude of such biases are measured in 
one particular survey. 


The possible presence of biases is, of 
course, recognized by many of the per- 
sons conducting market surveys and the 
biases are sometimes reduced to the ex- 
tent that information is at hand to make 
this possible. Even under the best of con- 
ditions, however, and the best of manage- 
ment, there is no way of eliminating the 
risks of serious bias in this type of sam- 
pling. 

The results may not be seriously 
biased, but this fact is difficult to estab- 
lish. In testing the representativeness of 
such a sample it is possible, of course, 
not only to check the presence of proper 
proportions of each class of the popula- 
tion in accordance with the control 
items, but also the presence of other 
characteristics for which information is 
available about the total universe. For 
example, if a sample is to be drawn rep- 
resentative of the city of Chicago, and 
the control items used are age, sex, color, 
and rental level, it may be possible to 
see whether households with telephones 
are properly represented in the sample 
by comparing the results of the selected 
respondents with the known number of 
persons with telephones in the city as a 
whole. Unfortunately, however, the fact 
that a sample is representative with re- 
spect to certain control items does not 
insure representativeness with respect to 
the items being measured. A sample con- 
taining all the proper control proportions 
of the population may nevertheless pro- 
duce distorted results if it does not con- 
tain proper proportions of uncontrolled 
characteristics which vitally affect the 
presence of the attributes which the sur- 
vey is designed to ascertain. 

This may be concretized by a hypo- 
thetical survey in which it is desired to 
ascertain the reading habits of the popu- 
lation. Let us assume that in such a sur- 
vey, age, sex, color, and income level of 
the population have been controlled. The 





28 


THE JOURNAL OF MARKETING 





respondents selected as the sample may 
have the proper proportions of each age, 
sex, color, and income group but if they 
have an improper representation of edu- 
cational level, which may well be the 
case, the reading habits of the sample 
may not at all represent the reading 
habits of the universe. If we control on 
educational levels also, there may still be 
other points of difference. 

In light of the limitations and the risks 
of serious bias in this type of sample de- 
sign, it is certainly to be avoided when- 
ever better designs are available at a 
reasonable price. It is the purpose of this 
paper to point out that better methods 
frequently are available. 


PREFERRED METHODS OF SAMPLING 


Methods of sampling may be em- 
ployed in commercial surveys which are 
practical and which provide insurance 
against the appearance of serious biases 
in statistical results obtained through 
sampling. The first and usually the best 
method, when available, is that of work- 
ing from a complete listing of the names 
and locations of the persons, stores, fam- 
ilies, or other populations that are to be 
surveyed. This method is frequently 
used where intensive studies are needed 
of groups already listed as, for example, 
where an electric light company wants 
to make a survey of its consumers.’ 

A more common situation, however, is 
one where a list of all of the elements in 
the universe that are to be sampled is 
not available. In such a case, various 
methods have been found feasible and 
practical for developing a sample pre- 
listing, most of which might be classified 
under the general heading of “area 

2 Perhaps the most extensive use of this method was 
in the 1940 Census of Population. See Frederick F. 
Stephan, W. Edwards Deming, and Morris H. Hansen, 
“The Sampling Procedure of the 1940 Population 


Census,” Fournal of the American Statistical Association, 
Vol. 35 (1940), pp. 615-630. 


sampling.” The approach in area sam- 
pling is to subdivide the universe to be 
sampled into a set of small areas. Ordi- 
narily, it is entirely feasible to develop a 
complete list of areas, and to obtain a 
sample of areas from this list. Thus, to 
obtain estimates for a city or metro- 
politan area, it is possible to obtain lists 
of city blocks and of similar small areas 
outside of cities, and to obtain by field 
canvass a listing of all dwellings located 
within a sample of such areas. A further 
sampling of dwellings from the listings so 
obtained may be drawn for actual enu- 
meration. Census data available for city 
blocks in cities of 50,000 or more,’ for 
census enumeration districts, and for 
minor civil divisions or other small areas 
can be utilized effectively in designing 
such a sample. 

If national estimates of specified char- 
acteristics of the population are desired, 
it is possible to deal with counties, com- 
binations or parts of counties, or minor 
civil divisions as at least a starting point 
in the delineation of small areas (areas 
of this size usually require subsampling 
to obtain efficient sample designs). 

An example of the use of relatively 
large areas with subsampling is afforded 
by the sample design used by the Bureau 
of the Census for its monthly report on 
the labor force. In this sample, com- 
binations of counties are used as pri- 
mary sampling units with area subsam- 
pling units consisting of blocks in urban 
areas and segments of census enumera- 
tion districts in other areas. This sample 
makes use of the fact that when a sub- 
sampling design is used, there may be 
considerable gain in sampling efficiency 
if the units are so defined as to maximize 
the heterogeneity of the population with- 


3 Available in lists with specified characteristics of the 
population and of housing, and also shown in maps in 
Sixteenth Census of the United States, Housing 1940: 
Supplement to First Series Housing Bulletins and 
Housing 1940: Analytical Maps. 
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in each unit. A number of other princi- 
ples were introduced into this design, 
also, to achieve maximum reliability.‘ 

An example of a sample design em- 
ploying relatively small areas for com- 
plete enumeration is afforded by the 

“master sample” being designed jointly 
by the Bureau of Agricultural Economics 
of the Department of Agriculture and 
the Bureau of the Census of the Depart- 
ment of Commerce for various uses in- 
volving estimates of farm characteristics 
and of the rural population. In this de- 
sign the sampling units consist of small 
tracts of land approximating one square 
mile (although varying considerably in 
size) and averaging 4 or 5 farmsteads per 
unit. Where this type of design is em- 
ployed it is particularly important to 
have good identification of the areal 
units used. Good maps and area descrip- 
tions or aerial photographs are essential 
for efficient operation. Where area sam- 
pling units are used and are completely 
enumerated (i.e., without subsampling) 
the areas ordinarily must be very small 
for an efficient sampling design. 

One of the most important advantages 
of area sampling over that of quota 
sampling is that which reduces the de- 
pendence of the investigator on knowl- 
edge of the characteristics of the popu- 
lation. This advantage is of considerable 
importance particularly in a period of 
rapid change which may involve large 
migratory shifts of the population or 
great and differential changes in eco- 
nomic level such as we are now experi- 
encing. In the quota sampling design the 
investigator is either at a complete loss 
or is forced to rely upon crude estimates 
of the extent of these changes in design- 
ing the sample. If an area sampling de- 


* Morris H. Hansen and William N. Hurwitz, “On 
the Theory of Sampling from Finite Populations,” 
Annals of Mathematical Statistics, Vol. XIV (1943), 
PP. 333-362. 


sign with a proper estimating method is 
used it is not necessary to know the char- 
acter of the changes which have taken 
place; in fact, the sample will provide a 
measure of the changes. The population 
shifts of a large area are reflected in the 
sample of small areas obtained there- 
from. 

The use of areas as sampling units im- 
plies that clusters of elements instead of 
individual elements ordinarily will be 
sampled, and considerable theory has 
been developed recently around efficient 
methods of sampling clusters of elements 
from finite populations. This theory 
points to methods of defining the sam- 
pling units, stratification, selecting the 
sample, and estimating statistics from 
the sample. Such a design is directed at 
obtaining an estimate of certain desired 
statistics from a sample in such a man- 
ner that the cost is minimized and the 
reliability of the results is maximized. In 
the survey so designed, full use is made 
of existing resources and existing in- 
formation and at the same time serious 
bias is avoided. 

The optimum use of resources and 
techniques in designing a sample is par- 
ticularly desirable when clusters of ele- 
ments are sampled, as there are striking 
differences in costs and sampling errors 
between efficient and inefficient meth- 


ods.5 


5 See (1) J. Neyman, “On the Two Different Aspects 
of the Representative Method; A Method of Stratified 
Sampling and the Method of Purposive Selection,” 
Journal of the Royal Statistical Society, New Series, 
Vol. 97 (1934), pp. 558-606; (2) W. G. Cochran, “The 
Use of Analysis of Variance in Enumeration by Sam- 
pling,” Fournal of the American Statistical Association, 
Vol. 34 (1939), pp. 492-510; (3) W. G. Cochran, 
“Sampling Theory When the Sampling Units are of 
Unequal Sizes,” Fournal of the American Statistical 
Association, Vol. 37 (1942), pp. 199-212; (4) Morris H. 
Hansen and William N. Hurwitz, “Relative Efficiencies 
of Various Sampling Units in Population Inquiries,” 
Fournal of the American Statistical Association, Vol. 37 
(1942), pp. 89-94; (5) footnote 4 this paper; (6) R. J. 
Jessen, “Statistical Investigation of a Sample Survey 
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Even where a complete prelisting is 
available, it frequently is desirable to 
select an “‘area”’ sample, as, for example, 
in a case where travel would be too ex- 
tensive and expensive if a straight ran- 
dom or stratified random sample of in- 
dividuals were selected. For example, if 
a publishing company wanted a sample 
of its subscribers and wanted to obtain 
information from them through field 
interview, a random sample of individual 
subscriptions would be scattered so 
widely throughout the country that in- 
terviewing might be prohibitively ex- 
pensive. In such circumstances, it would 
be desirable to arrange sampling of clus- 
ters of subscribers. If, on the other hand, 
it was merely desired to take a sample of 
subscribers’ records and to tabulate or 
to analyze them, or to make a mail can- 
vass, a widely scattered sample would 
create no serious problem. 

The principles to be applied in area 
sampling are different if subsampling is 
being used than if an entire small area 
is to be enumerated and included in the 
sample. If entire areas are enumerated 
and included as sampling units, the prin- 
ciple holds, in general, that they must be 
very small if the sample is to be efficient. 
On the other hand, relatively large areas 
may be sampled and subsampling carried 
on within these areas; and this procedure 
may often be more efficient than the use 
of independent small areas. Where large 
primary sampling units are used or 
where the size of the sampling units var- 
ies considerably (as where counties are 
sampled and they vary widely in popu- 
lation), special modifications in sample 
design affecting the selection of the sam- 
ple, the stratification within selected 
units, and the method of estimating from 





for Obtaining Farm Facts,” Research Bulletin 304, 
(1942) lowa State College, Ames, lowa; and (7) 4 Re- 
vised Sample for Current Surveys, Bureau of the Census, 
February 1943. 


the sample have been developed.® Prog- 
ress has been made recently, in addi- 
tion, in the development of the theory 
underlying the systematic selection of 
samples,’ and in what may be termed 
restrictive methods of selection,® and 
these, under favorable circumstances, 
may be effective. 

Double sampling is another develop- 
ment that may be found very useful. 
This method was applied in the 1936 
Consumer Purchases Study. A_ brief 
schedule was used to survey a large sam- 
ple of households to obtain information 
on composition and type of household 
and income level. The results from the 
first sample were used to draw a final 
sample highly stratified on type and in- 
come level. The final questionnaire was 
very long and detailed and directed at 
particular classes and the additional gain 
from the stratification introduced by the 
preliminary sample was worthwhile.® 

The elimination of biases in the selec- 
tion of a sample may serve no good pur- 
pose if questionnaires are sent out after 
the sample is selected and only a part of 
the group responds. Under these circum- 
stances serious biases may be introduced 
due to the differences in characteristics 
of those that respond from those that do 

® See particularly the reference cited in footnote 4 and 
reference (3) cited in footnote 5. 

7 William G. Madow and Lillian H. Madow, “On the 
Theory of Systematic Sampling,” Annals of Mathe- 
matical Statistics, March 1944, pp. 1-24. 

8 Restrictive sampling designs using principles similar 
to the experimental designs commonly known by the 
terms latin square and graeco-latin square were first 
introduced some years ago by Messrs. Stock and 
Frankel in connection with the designing of sample 
surveys for the Work Projects Administration. See 
Benjamin J. Tepping, William N. Hurwitz, and 
W. Edwards Deming, “On the Efficiency of Deep 
Stratification in Block Sampling,” Journal of the 
American Statistical Association, Vol. 38 (1943), PP- 
93-100. 

%See reference (1) footnote 5. Also, the Program 
Surveys Division of the Department of Agriculture 
under the direction of Rensis Likert has used double 


sampling effectively in opinion surveys under plans 
devised by J. Stevens Stock. 
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not. Sometimes field enumeration of 
those that do not respond is undertaken, 
either on a complete or sampling basis, 
although this method may be a prohibi- 
tively expensive one for correcting the 
bias. A recent method has been developed 
for making optimum joint use of an enu- 
merative method with a mail question- 
naire method, such that, given a total 
amount of funds, the maximum reliabil- 
ity of results will be obtained through 
proper allocation of the sample to the 
mail canvass and the enumerative meth- 
od. This holds considerable promise for 
dealing with problems of complete re- 
sponse in surveys.!° 


CONCLUSION 


The use of various alternatives among 
the principles briefly referred to above, 
in conjunction with area sampling, has 
many advantages over the use of quota 
sampling."' Perhaps the most important 
advantages lie in freeing the investigator 
of dependence on advance knowledge of 
the characteristics of the population as 
an essential element in the design (such 
knowledge while not a prerequisite in 
area sampling is used in stratification), 
and in freeing him from dependence on 
the enumerator in the selection of re- 
spondents. The latter advantage is of 
particular i importance in that it provides 
insurance against the possibility of seri- 


1° See Working Plan for Annual Census of Lumber 
Produced in 1943, published by the Forest Service of 
the Department of Agriculture in the fall of 1943. 
William N. Hurwitz extended the theory of double 
sampling to cover this problem. 

” At a recent joint meeting of the Washington chap- 
ters of the American Statistical Association and the 
Institute of Mathematical Statistics Mr. Frederick 
Brown, of the London School of Economics, University 
of London, called attention to the fact that such designs 
were deemed practical and were being employed in some 
commercial surveys in England. 


ous bias affecting the sample results. 
Moreover, through the use of recent de- 
velopments with respect to efficient size 
of clusters, area samples can be designed 
so as to produce results of great precision 
at relatively low cost. 

Although the design of such a sample 
involves greater initial investment than 
does the design of a sample under the 
quota sampling method the costs in- 
volved usually are not prohibitive and 
the investment may be calculated to 
more than pay for itself. Particularly will 
this be the case when the investigator is 
contemplating a more or less continuous 
series of surveys, because the same fun- 
damental sample design with slight vari- 
ations in the selection of primary or 
subsampling units can be used over a 
considerable period of time for many 
continuous or independent studies. 

While advances in sampling methods 
have been extensive in recent years, we 
are still on the threshold of learning in 
this field. Research in many directions, 
on alternative sampling procedures, field 
procedures, and methods of field control 
and reliability of response are in process 
both in governmental and private agen- 
cies. In many instances, practical men 
have not caught up with statistical 
theory and much more efficient methods 
are available than are being used. In 
other instances, theory has not caught 
up with advanced statistical practice. 
Research is working in the direction of 
eliminating the latter of these problems. 
The former, that of the practical man 
catching up with the theory, is easy of 
solution with a relatively small invest- 
ment of time and energy in keeping up 
with rapidly developing statistical meth- 
odology. It need not be elaborated that 
such an investment would be profitable. 








APPRAISAL OF THE BLS INDEX OF WHOLE- 
SALE FOOD PRICES IN WARTIME 


MALCOLM D. TAYLOR 
Harvard University Graduate School of Business Administration 


Epiror’s Note: Professor Taylor, on leave of absence 
From the University of North Carolina, is Visiting Pro- 
Sessor of Business Research at Harvard University. At the 
time that he prepared the index described in this article, 
he was Chief of the Program Planning Section of the Res- 
taurant Price Branch, Office of Price Administration. All 
opinions expressed or implied in his article are his own 
and in no sense views of the Office of Price Administration. 


URING RECENT months, a growing 

distrust of several widely used price 
indexes has been evident. Storm center 
in the controversy concerning the reli- 
ability of such indexes has been the Bu- 
reau of Labor Statistics Cost of Living 
Index, which in large part is based on 
prices charged by retail stores for essen- 
tial commodities. Wholesale price in- 
dexes, too, have been assailed, notably 
by business men, many of who feel 
that any “general purpose” price index 
is of doubtful value when used as a meas- 
ure of price changes on commodities in 
their own particular industry. 

The Bureau of Labor Statistics whole- 
sale price index has received its share of 
criticism from business men. Some con- 
tend that this index not only possesses 
all of the weaknesses of any general pur- 
pose index, but that there are serious de- 
fects inherent in the make-up of the index 
itself that make its use even as a general 
purpose index questionable. Objections 
most frequently voiced concern the list 
of commodities included and the selec- 
tion of the markets in which these com- 
modities are priced. It is alleged that the 
number and type of commodities on 
which prices are secured are not repre- 
sentative enough to give a complete pic- 
ture of the wholesale price situation. 

Some business men have even gone so 
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far as to assert that the Bureau of Labor 
Statistics wholesale price index is not a 
“wholesale price’ index” at all, since, 
wherever possible, the Bureau has se- 
cured prices on first sales in the primary 
markets. These sales are made to the 
wholesalers themselves by manufac- 
turers, packers, or distributors, and not 
by the wholesalers to retail customers. 

It is hoped that the present study may 
throw some light on the value of a gen- 
eral purpose wholesale price index to a 
highly specialized industry. The indus- 
try selected for this purpose is the res- 
taurant industry. Said to be the third 
largest in the country, it is comprised of 
more than 380,000 individual eating and 
drinking places. These establishments 
transacted an aggregate business in 1943 
of approximately 8 billion dollars, ac- 
cording to Department of Commerce 
figures. 

The industry is notable for its lack of 
standardization. Other retail institu- 
tions, such as grocery stores and depart- 
ment stores, can be easily classified but 
one who attempts to make a completely 
satisfactory division of eating places into 
homogenous groups faces an almost in- 
superable task. Few industries present 
such a varied pattern, both in types of 
operation and in the diverse methods 
employed in conducting individual con- 
cerns. 

Essentially, the restaurant is a manu- 
facturing enterprise as well as a pur- 
veyor of prepared food at retail to its 
customers. Like any manufacturer who 
has a reputation to sustain, the restau- 
rant operator is concerned with the prob- 








THE FOURNAL OF MARKETING 


33 





lem of maintaining the quality of his 
product and at the same time keeping his 
costs of raw material down. The per- 
centage of food costs to sales is one of the 
figures most closely watched by restau- 
rateurs. 

In almost any discussion of the pricing 
situation in the trade, the question of 
wholesale food costs now as compared 
with earlier periods is involved. The Bu- 
reau of Labor Statistics Index of Whole- 
sale Food Prices probably has been more 
widely used by restaurateurs than any 
other food index. In recent months, how- 
ever, operators have become increasingly 
critical of this index, and the contention 
has often been made that it does not ade- 
quately reflect the rise that has taken 
place in the prices of foods that restau- 
rants buy. 

Three general criticisms of the index 
are commonly advanced. First, it is said 
that the list of foods is not fully repre- 
sentative of those actually used in res- 
taurants. For example, fresh vegetables 
are not adequately represented since 
prices are obtained only on onions and 
potatoes. Prices on no fresh fish are in- 
cluded. These are important items of 
food. Second, it is asserted that the price 
quotations secured are in many cases 
not representative of conditions in the 
wholesale markets in which restaurant 
operators actually buy. Not only are 
some of the price quotations on first 
sales in the primary market (whereas 
restaurants buy from wholesalers and 
from restaurant supply houses), but they 
are for larger quantities than the average 
operator actually purchases. For ex- 
ample, butter prices are for carload lots 
and represent sales by manufacturers 
to wholesalers; beef prices are on fresh 
carcasses (steers weighing 600 to 800 
pounds); and mutton, lamb and veal 
prices are on a carcass basis. Third, it is 
contended that the weights, while ex- 


cellent for a general purpose index, do 
not apply to restaurant consumption. 
The weights used at present are based on 
1929 and 1931. They are averages of the 
quantity of each food produced for sale 
in those years plus the average of any im- 
ports for consumption. In other words, 
the weights are for quantities marketed 
in 1929 and 1931. These weights, it is 
asserted, bear no relation to the actual 
quantities of each commodity used by 
restaurants. 

In order to appraise correctly the 
value of the Bureau of Labor Statistics 
general food index to restaurant opera- 
tors, it seemed desirable to prepare a 
single purpose index whose sole function 
would be to measure changes in the 
wholesale prices of foods that restau- 
rants purchase. This index could then be 
compared with the Bureau’s index to see 
if there was any significant agreement 
between the two. With this object in 
view, the index described herein was pre- 
pared. 


ComMopiITIEs INCLUDED IN 
RESTAURANT INDEX 


The 58 food commodities included in 
the Restaurant Index are shown in Table 
I. For convenience in making monthly 
comparisons of prices, they have been 
grouped into ten classes, and monthly 
index figures have been computed for 
each class. The classes are: Meats, poul- 
try, seafoods, fresh fruits, fresh vege- 
tables, dairy products, eggs, miscellane- 
ous groceries, dried fruits and vegetables, 
and canned goods. It was stated by the 
concern from whom the weights were ob- 
tained that expenditures for the 58 food 
items represented at least 80 per cent of 
the annual cost of all the food that it 
purchased. 

Because of govermental regulations 
which established specific standards for 
the cutting of a side of beef at wholesale 
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Taste I. Restaurant WHOLESALE Foop INDEx 








WEIGHTS 





Am unts 
Used in 
10942 Per 
100,000 
Transactions 


SOURCE OF PRICE QUOTATION 





REMARES 





I. Meat—High Quotations, except for 


pork and provisions. 

a. Beef—‘‘good”’ grade. 

1. Fullchucks—non kosher (1942) 
Cross-cut chucks—non kosher, 
(1943). These are comparable. 

2. — short loins 45-so 

1942) 

(Trimmed Short Loins (1943) 
These were adjusted to make 
them comparable. 

3. Ribs (1942 and 1943) 

4. (Rounds—New York, Flank on 


1942 

Rounds (1943) 

and Flanks (1943) 

hese were adjusted to get com- 


. Pork—loin, No. 1, bladeless in- 
cluded, 8-10 Ib. average 


. Provisions 
1.Bacon—No. 1—Brisket off, 
8-10 lb. average 
2. Smoked Ham—regular, No. 1, 
10-12 Ib. average 
. Poultry 
1. Fowl—12 to a box of 60 to 65 
pounds (i.e., 5 pounds each) (Quo- 
tation is on ‘‘Price per pound’’) 


. Sea Foods 

1. Cod—Steaks, Bosson, Gloucester, 
Provincetown, Chatham-Inshore 
quotations in order named. 10 to 25 


junds. 
. Halibut—t1o to 60 Ib. (Fresh, May 1 
to October 1; frozen rest of year) 
. Mackerel—(Medium or tinkers, 
= 1 Ib. fish, fresh April to Novem- 
r 


. Salmon (King or Chinook, fresh 
April to October, frozen rest of 
year) 124 Ibs. and over. 

5. Crab Meat (Mixed, mostly flake) 
6. Sea Scallops 


. Shrimp (26-30 to a pound) 
. Haddock, fillets 
. Yellowtat! (fiounders) fillets 


7 
8 
9 


. Fresh Fruits 
1. Apples, U.S. #1, 23" minimum 


2. Oranges 
California 
Florida 
3. Grapefruit (Florida) 
4. Lemons (California) 


. Fresh Vegetables 
ge (Domestic Round, 1} bu.) 
. Carrots (Western) L.A. Crate 
. Lettuce (Western Iceberg) 
. Potatoes (U.S. #1) 100 lb. sacks 
. Tomatoes (Lug 6X6) 
. “Celery (In 3 different containers) 
. Onions, yellow, 50 lb. sacks 
. Spinach (In bushels) 


JI. Dairy Products 


1. Butter, Salted, 92 Score 
2. Milk, 3.5% b.f. (Cooking & table) 
3. Cream—z20% butter fat 





1,307 lb. 


1,204 lb. 


207 lb. 
2,195 lb. 


1,280 Ib. 


$5,343 lb. 


123 lb. 


300 Ib. 
272 Ib. 


87 Ib. 


22 lb. 
202 Ib. 


272 lb. 
25 lb. 
240 Ib. 


98 bu. 


27 box 
49 box 
27 box 
11 box 


1,302 Ib. 
2,097 lb. 
2,244 Ib 
18,927 lb. 
1,356 lb. 
937 |b. 
1,487 lb. 
2,347 lb. 


2,614 lb. 
8,545 qt. 
1,950 qt. 





Beef, veal and lamb prices taken 
from: Department of Agricul- 
ture’s “Daily Report of Meat 
Trade Conditions and Wholesale 
otations—Locally Dressed 
resh Meats”—New York City 


Pork and Provisions prices from: 
Weekly average Wholesale prices 
at New York, prepared by Live- 
stock Meat & Wool [ ivision, 


War Food Administration, De- | 


partment of Agriculture. 


“The Producers’ Price Current” 
(New York) 


U.S. Department of Interior, 
Fish and Wildlife Service, Fish- 
ery Products Report (Daily), 
New York City. Price Quota- 
tions taken for Wednesday, 
wherever possible. 


Department of Agriculture— 
Weekly Summary, New York 
Prices—l.c.]. sales. 

Bureau of Agricultural Eco- 
nomics, weighted average auc- 
tion price per box in New York 
(prepared from California Fruit 
Growers Exchange report.) 


Source of Vegetable prices is: 
Department of iculture. 
“Weekl Summary, New York 
Prices, bel. Sales’ 


“Producers’ Price Current” 
(New York) 

Compiled by Dairy Products 

Section of War Food Adminis- 

tration. 








All Meats 
100 pounds 


100 Ibs. 


pound 


pound 


pound and 
barrel 


pound 


pound 
gallon and 
pound 
pound 
pound 
pound 


bushel 


14 bushel 
L.A. crate 
L.A. crate 
100 lbs. 
Lug, 6X6 
} crate, etc. 
50 ib. 
bushel 


pound 
40 qt. can 
40 qt. can 








Wednesday prices 


Wednesday prices 
Wednesday prices 


| Average for week 


Average for week 


Wednesday prices 


Average for week 


Average for week 


Wednesday prices 
Average for week 
Average for week 
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Tasre I—Continued 




































































































































WEIGHTS 
Amounts Untr 
FOOD ITEM Used in SOURCE OF PRICE QUOTATION PRIC REMARKS 
1942 Per - Weight 
100,000 of Unit 
Transactions 
VII. Eggs “Producers’ Price Current” Wednesday prices 
Fresh, White, Standard, 67%, #1, 45| 3,007 doz. (New York) dozen 
pounds 
VIII. Miscellaneous Groceries 
1. Coffee, Santos 1,362 Ib. a of Commerce—N.Y. pound Saturday prices 
2. a India Pekoe 87 lb. ournal of Commerce—JN.Y. pound Saturday prices 
3. Flour 
Bread (Hard Winter Patent— 33 bbl. | Journal of Commerce—N.Y. bbl. and 196 Ib. | Saturday prices 
Kansas) 100 lb. 
Cake (Soft Winter Patent) 5 bbl. | Journal of Commerce—N.Y. bbl. - Saturday prices 
100 lb. 
4. Sugar (Refined) 4,455 lb. ournal of Commerce—N.Y. pound Saturday prices 
5. Rice (Fortuna) 109 Ib. ournal of Commerce—N.Y. pound Saturday prices 
6. Shortening 3,224 lb. ournal of Commerce—N.Y. pound Saturday prices 
7. tOil (Salad plus cooking) 114 gal. | Journal of Commerce—N.Y. pound gal.=g lb. | Saturday prices 
8. Crackers 218 lb ureau of Labor Statistics pound Average for w 
9. Bread (Quoted in pounds) 5,447 lb. Bureau of Labor Statistics pound Average for week 
IX. Dried Fruits and Vegetables 
1. Prunes, pitted med., 20-30’s 212 Ib. California Fruit News (Weekly) pound FOB California 
2. Apricots, dried, Blenham—fancy 158 lb. California Fruit News (Weekly) pound FOB California 
3. Beans, dried pea beans 234 lb. “Producers Price Current”’ 100 lb. Wednesday prices 
(New York) ; 
X. Canned Goods 
I. : anned Pears, Bartlett, choice, 3 doz. | California Fruit News (Weekly) | dozen 10’s FOB Packer Cal. 
0. 10 
2. saenen Peat, clings, choice 1z'y doz. | California Fruit News (Weekly) | dozen 10’s FOB Packer Cal. 
alves, No. 10 
3. Pineapple, standard, sliced, No. 10 5 doz. | California Fruit News (Weekly) | dozen 10’s FOB Packer Cal. 
4. Tomatoes, Standard, No. 10 22 doz. | California Fruit News (Weekly) | dozen 10’s FOB Packer Cal. 
5. Tomato Juice, No. 10 11 doz. | California Fruit News (Weekly) | dozen 10’s FOB Packer Cal. 
6. Salmon, red, quoted in dozens 11 doz. | Journal of Commerce—N.Y. dozen Saturday prices 
7. Tomato Puree, standard, No. 10 16 doz. | California Fruit News (Weekly) | dozen 10’s FOB Packer Cal. 




















and defined each type of cut in detail, 
methods of quoting wholesale prices on 
three of the meat items changed during 
the period studied. It was necessary to 
make adjustments in two cases to insure 
comparability of the price data obtained. 
These adjustments are explained later. 
Quotations on cross cut chucks of beef 
were substituted in January, 1943, for 
full chucks which had been priced in 
1942. No adjustment was necessary in 
this instance as the two cuts are compa- 
rable. Trimmed short loins of beef were 
substituted in January, 1943, for un- 
trimmed short loins, and an adjustment 
was necessary to make the prices of the 
two comparable. Beef rounds and beef 
flanks were substituted for rounds with 
flanks on, and the price quotations were 
made comparable. 





* The net weight of the celery in each of the three different types of containers is 60 pounds—(§ crate, 16 inch crate, and standard crate). 
t Prices on (1) salad and (2) cooking oils were averaged. (1 gallon weighs 9 pounds). 


SOURCES OF THE PRICE QUOTATIONS 


All price quotations were secured 
from published sources. Wherever possi- 
ble, prices were taken for the New York 
City market. The only exceptions are 
dried fruits and certain of the canned 
fruits and canned vegetables, for which 
California prices, f.o.b. the cannery, were 
used because New York prices were not 
available for these commodities. The 
sources of all price quotations are shown 
in detail in Table I. 

The Restaurant Index, of course, re- 
flects New York prices, and it is not in- 
tended to be a nation-wide index. It is 
probable that an index using Chicago 
prices, or one using West Coast prices, 
would not differ materially from the 
present index, but that remains to be 
seen. 
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As will be observed from the last 
column of Table I, price quotations were 
taken on one day a week for many com- 
modities. Wednesday was used most fre- 
quently. Average weekly prices (average 
of six days) were used, however, for fresh 
fruits, fresh vegetables, milk, cream, 
pork, provisions, crackers, bread, and a 
few canned fruits and vegetables. Ex- 
cept for meats, the prices are the average 
of the high and low quotations for the 
day. In the case of meats, only the high 
quotations were used. 

Where a price quotation was not avail- 
able for Wednesday (or the day se- 
lected), quotations were secured for an- 
other day in the week nearest to the 
selected day. If no price quotations were 
available on a commodity for the entire 
week, the price quotation of the previous 
week was used. This is the accepted 
practice in the making of price index 
numbers. The weekly quotations were 
averaged to obtain monthly quotations, 
a straight arithmetic average being used. 

An extensive field survey might have 
been undertaken for the purpose of secur- 
ing prices. In such a study, they might 
have been obtained either from repre- 
sentative restaurants or from wholesalers 
who catered to the restaurant trade. 
Quotations from wholesalers would have 
been preferred. No funds were available 
for such a field survey, and it was neces- 
sary, therefore, to obtain all price quota- 
tions from published sources. 

The use of published sources for price 
quotations offers several marked advan- 
tages, however. It greatly simplifies “er 
task of keeping the index up to date; 1 
insures the comparability of the ve Fa 
data obtained; and it rules out the 
chances of error arising from the selec- 
tion of a poor sample. Above-ceiling 
prices are included in the published 
quotations that were used for several 
commodities (e.g., fresh fish) but these 


are not “black market prices” in the 
sense that the term is commonly used. 
This may be an advantage or a disadvan- 
tage depending on one’s point of view 
and the purpose for which the index is to 
be used. Black market prices could not, 
of course, be obtained from the whole- 
salers themselves and it would be difh- 
cult, if not impossible, to secure accurate 
black market prices on exactly compa- 
rable commodities even if weekly quota- 
tions were secured from restaurants. 
Often commodities sold on the black 
market have not been graded. 

In the preparation of an index, the in- 
suring of the comparability of the price 
data obtained is extremely important. 
As suggested above, the problem is sim- 
plified where published quotations are 
used since exactly the same size, grade 
or weight of a commodity can be priced 
each week. For example, prices of 
fish, poultry, and fresh vegetables vary 
rather widely on different sizes and 
grades. Unless care is taken to record 
prices on the same size and grade the in- 
dex will not be accurate. 


ADJUSTMENTS IN PrIcE QUOTATIONS 


As mentioned before, it was necessary 
to adjust prices on two types of beef be- 
cause of changes in the methods of cut- 
ting, which resulted from a maximum 
price regulation of the Office of Price Ad- 
ministration. The methods followed in 
making adjustments are explained be- 
low: 

1. Prices of “rounds” and “flanks” in 
1943 were converted to “rounds with 
flanks on,” as that was the most nearly 
comparable type of beef on which con- 
sumption weights were available for 
1942; 84.07 per cent of “rounds with 
flanks on” is “rounds, ’ ’ and 15.93 per 
cent is “flanks,” as the two latter terms 
are used under the OPA regulation. 
Hence, a quotation of $24.50 a hundred 
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pounds on rounds and $15.25 a hundred 
pounds on flanks would be equivalent to 
a single quotation of $23.03 on rounds 
with flanks on, as follows: 


Per Cent of “Rounds 





Price per 100 lbs. with Flanks on” 

(Rounds) $24.50 X 84.07% = $20.60 

(Flanks) $15.25 X 15.93% = 2.43 
100.00% = $23.03 


2. Prices of “trimmed short loins” of 
beef in 1943 were adjusted in order to 
make them comparable to prices on “un- 
trimmed short loins” in 1942. An un- 
trimmed short loin is composed of 
trimmed short loin, edible suet and kid- 
ney; 68.61 per cent of an untrimmed 
short Join is trimmed loin, 26.91 per cent 
is edible suet, and 4.48 per cent is kidney. 
Hence, if 1943 prices per 100 pounds fora 
week averaged $40.50 for trimmed loins, 
$5.00 for edible suet, and $15.00 for kid- 
neys, these three prices would be com- 
parable to a single quotation of $29.81 on 
untrimmed short loins, as follows: 


Per Cent of Un- 


Price per 100 Pounds wrimmed Short Loins 


(Trimmed Short Loins) 

$40.50 x 68.61% = $27.79 
(Edible Suet) 

$ 5.00 x 26.91% = 1.35 
(Kidneys) 

$15.00 4 4-48% = .67 





100.00% $29.81 


MertuHop or WEIGHTING USED 


Average monthly prices were weighted 
in accordance with the total amount of 
each food used during 1942 by a chain 
organization, the majority of whose res- 
taurants are located in New York and 
other eastern states. These restaurants 
cater to people of average means and in 
their food prices, services and appoint- 
ments they are typical of popular-priced 
restaurants. Full table service is offered. 

here is no counter or cafeteria service, 
and meals are not sold to take out. The 


restaurants are open throughout the day 
and evening and serve all three meals. 
For convenience in use, the weights were 
reduced to “amounts used per 100,000 
transactions.” 

It would, of course, have been desir- 
able to check the representativeness of 
these physical quantity weights by com- 
paring them with weights obtained from 
a number of popular-priced independent 
restaurants of medium size. Unfortu- 
nately, most of these restaurants do not 
keep their purchasing and statistical rec- 
ords in sufficient detail to enable them to 
make an accurate compilation of the 
physical quantities of each food item 
used. It would, obviously, be inadvis- 
able to employ dollar purchase figures as 
weights in the compilation of a weighted 
price index. Hence, as a practical matter, 
accurate weights can be secured only 
from large operators and not all of them 
maintain these detailed records in the 
form desired for a study of this kind. 


PREPARATION OF THE 
RESTAURANT INDEX 


In the preparation of the index, the 
weighted, aggregate method with a fixed 
base was used. The formula for this type 
of index is as follows: s 

Index for a given month =< P!® 

>=Sum ~ Po do 

pi1=Average price of the commodity 
for given month 

Po=Average price of the commodity 

for base month 

Go=Weight or quantity used in the 

base period (year 1942) 

September, 1942, was selected as a 
base because September 15, 1942, was 
the specific date mentioned by the Presi- 
dent in his Hold-the-Line Order of 
April 8, 1943. The final index was also 
computed on the basis of April, 1942 
=100, and January, 1942 =100. The base 
can be easily shifted by dividing all in- 
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dex numbers by the index number of any 
month selected as a base. In general, re- 
sults will be correct to one place beyond 
the decimal point. (Actual aggregate 
figures of prices times weights were used, 
however, in the compilation on the three 
different bases mentioned: September, 
April and January, 1942.) 


THE ComBINED INDEX AND Group 
INDEXES 


The combined index for the 58 food 
items, and monthly indexes for each of 


part responsible for this decline and for 
declines shown in the prices of other com- 
modities as well. 

The high point in the combined index 
of the 58 foods was reached in May, 1943, 
when the index number stood at 109.21. 
Prices on seafoods, fresh fruits and fresh 
vegetables were at or near their highest 
point for that month. The index for 
August, 1943, stood about 4 per cent 
above the September, 1942, level, and 
was about the same as for November, 
1942. The index has advanced each 


Tas.e IJ. Weicutep InpEx oF WHOLESALE Foop Prices or 58 CommopIrTIEs 


Weights = Actual Amounts Used in 1942 Per 100,000 Transactions 
September 1942 = 100.00 








I I Iv J 


Poultry Sea Food 


Fresh 
Vegetables| Products 


VI X B. Final 
: ‘ | 
(All Foods 
C 


Dairy Canned 





1942 
aay 

ebruary 
March 
April 

ay 

july 

uly 
August 


September . ‘ , : 100. 
October . i : F 101. 
November 99. . . 3 120. 
December : 104.¢ . i 128. 


1943 


ay Q Ilo. 122. 99. 123. 
ebruary d IIo. 125. 107. 131. 

arch " IIo. 141. 121. 138. 
April i 110.17 166. 128. 142. 

av go. 110.17 I4!. 148.5 146. 
june 5 110.17 139. 152. 136. 

uly ‘ 110.17 136. 148. 117. 
August . 110.17 123. 137. 112. 
September s 110.17 104. 2 138. 113. 
October i 112.71 116. 136. 107. 
November . 113.56 119. 144. 118. 
December ‘ 113.56 120. 143. 127. 






































NOTE: Figures in parentheses indicate number of commodities. 


the ten major groups of food commodities 
included in it, are shown in Table II. It 
should be emphasized that the final index 
for the 58 foods combined (last column) 
is not an average of the group indexes. 

As will be seen from column one, prices 
of meats have declined more abruptly 
than prices on any other food group. 
They reached their 1943 low point in 
July. December, 1943, prices were 83.40 
per cent of those for September, 1942. 
The OPA price regulations are in large 


month since August. December, 1943, 
prices were 7.84 per cent above those 
for September, 1942. The roll-backs in 
meat prices would seem to be largely re- 
sponsible for the decline in the index 
number for all foods combined from 
September, 1942, to August, 1943. 
Changes in the prices of poultry, fresh 
fruits, dairy products, and eggs are 
largely responsible for the increases 
shown since August, 1943. 

Prices of the 58 foods combined were 
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Tase III. WeicutTep InpEx NumBers or WHOLESALE MEart PRIcEs 


September 1942 = 100.00 
(New York City Prices) 

















NUMBER OF Ja. Ib. Ic. Id. Te. “(All Meats. 
TYPES BEEF VEAL LAMB PORK PROVISIONS Combined) 
INCLUDED (4) (1) (3) (1) (2) 





(11) 





1942 
January 79.08 90.99 75 
February 75.76 83.33 68 
March 77.97 85.88 68 
April 87.67 7-75 72 
May 93.52 92.69 96 
June 92.62 93-54 102. 
July 90.55 93-20 96. 
August 98.69 98 .64 100 
September 100.00 100.00 100 
October 100.49 102.04 98 
November 100.49 102.04 104 
December 100.49 102.04 106 





1943 











January 88.43 102.04 104 
February 88.43 102.04 104 
March 88.43 102.04 104 
April 88.03 85.03 104 
May 87.63 85.03 104 
June 81.48 80.61 99 
July 79-39 78.43 97 
August 79.97 79.08 98 
September 79.97 79.08 98 
October 79.97 79.08 98 
November 79.97 79.08 98 
December 79.97 79.08 98 






30 66.26 90.15 82.15 
.29 77-39 92.39 79.85 
.08 83.97 93.70 81.83 
.25 92.11 97-14 88.21 
-40 93.85 98.13 94.85 
79 94.27 98.13 95.38 
48 94-50 98.51 93-72 
.98 95.69 98.81 98 .83 
.00 100.00 100.00 100.00 
.68 100.13 100.19 100.39 
70 91.38 95.12 99.48 
95 91.38 95.29 98.29 















.08 91.38 95.35 94.06 
.08 91.38 95.35 94.06 
.08 91.38 94.10 93-7 

.08 91.38 92.85 90.90 
.08 91.38 92.85 90.72 
-79 88.06 92.85 86.63 
.06 82.49 84.78 82.87 
es 82.49 84.7 83.36 
.49 82.49 84.78 83.40 
.49 82.49 84.78 83.40 
.49 82.49 84.78 83.40 
-49 82.49 84.78 83.40 














approximately 17 per cent higher in 
December, 1943, than in January, 1942. 
At the highest point in May, 1943, they 
were approximately 19 per cent higher. 

The December, 1943, index number for 
the 58 food commodities combined was 
approximately the same as for April, 
1943, the month used in all of the Re- 
gional OPA orders that have been issued 
to date to freeze restaurant prices. The 
Regional OPA orders established as a 
testaurant’s ceiling prices on food the 
highest prices that it charged during 
the period April 4 to 10, 1943, inclusive. 


MonrTu_y Price INnpDEx NUMBERS 
FoR MEATS 


In the compilation of the combined 
index for 58 foods, meats were given 





more weight than any other single group. 
Index numbers for the five different 
types of meat priced may, therefore, be 
of interest. They are shown in Table III. 
It must be remembered that the final 
index numbers shown in the last column 
are not averages of the other index num- 
bers. December, 1943, meat prices were 
about 534 per cent lower than they were 
in April, 1942. They were only 1} per 
cent higher than they were in January, 
1942. 


ComPARISON OF BLS anp RESTAURANT 
WHOLESALE Foop Price INDEXES 


Weighting. As mentioned before, 58 
foods were priced in the Restaurant 
Index and these were divided into ten 
groups or classes. The relative impor- 
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tance of each of these ten food groups in 
the make-up of the Restaurant Index 
and of the BLS Food Index is shown in 
Table IV. Meats, fresh fruits and dairy 
products are of about the same impor- 
tance in both indexes—dairy products 


TasLe IV. ReLative Importance or Groups oF 
ComMopirTIEs 


Restaurant BLS 
Index Food Index 
Full Year Full Year 





1942 1942 
PerCent Per Cent 
1. Meats 22.50 27.97 
2. Poultry 12.35 2.72 
3. Sea Foods (fresh) 2.98 0.00 
4. Fresh Fruits 4.89 5.79 
5. Fresh Vegetables 10.49 3.22 
6. Dairy Products 19.17 17.91 
7. Eggs 8.96 §.13 
8. Misc. Groceries 15.7 32.22 
9. Dried Fruits & Vegetables 58 1.18 
10. Canned Goods 2.38 3.86 
Tora.s 100.00 100.00 


being weighted somewhat more heavily 
in the Restaurant Index and meats and 
fresh fruits in the BLS Index. No fresh 
seafoods are included in the BLS Index, 
and poultry is relatively unimportant as 
compared with other types of meat. (In 
the Restaurant Index, poultry costs ac- 
counted for 12.35 per cent of all food 
costs in 1942 as contrasted to 2.71 per 
cent in the BLS Index.) Fresh vegetables 
are of much less importance in the BLS 


Index than in the Restaurant Index, 
2.66 per cent of the total for all foods as 
contrasted to 10.49 per cent for the 
Restaurant Index. Egg purchases are 
also of more importance in the make-up 
of the Restaurant Index. They account 
for 8.96 per cent of the total as contrasted 
to $.13 per cent in the BLS Index. Dried 
fruits and vegetables are relatively un- 
important in both indexes, and canned 
goods receive somewhat more weight in 
the BLS Index. Miscellaneous groceries 
were given more weight in the BLS 
Index. 

The following objections make the use 
of group indexes, compiled from BLS 
figures, unreliable as indicators of price 
trends in foods bought by restaurants: 

. The number of commodities in- 
cluded in some of the groups is so 
few or the commodities are so un- 
representative of those used as to 
make the group index of doubtful 
value. For example, onions and 
potatoes are the only fresh vege- 
tables included in the BLS Index, 
while the Restaurant Index has 
eight fresh vegetables: cabbage, car- 
rots, lettuce, potatoes, tomatoes, 
celery, onions and spinach. No BLS 
indexes are available for seafoods. 
These are an important source of 
food at present, due to the meat 
shortage and rationing. Nine sea- 


Taste V. Revative Importance or Meats 
































Restaurant Index BLS Food Index 
Full Year—1942 Full Year—1942 
Per Cent of Per Cent of Per Cent of Per Cent of 
Meat Total All Foods Meat Total All Foods 
a. Beef 44.18 9.94 35.07 9.81 
b. Veal 14.32 3-22 4-50 1.26 
c. Lamb and Mutton 12.04 2.71 4-33 1.21 
d. *Pork §.31 1.20 45.55 12.74 
e. *Provisions (Ham and Bacon) 24.15 5.43 10.55 2.95 
Total for Meats 100.00 22.50 ‘ 100.00 27.97 
*Pork and Provisions 29.46 6.63 56.10 15.69 
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Tasie VI. Comparison oF INDEXES OF WHOLESALE Foop Prices 








Restaurant 


Index (58 


BLS 
Wholesale 
Food 


BLS 
Wholesale 


BLS 
Wholesale 
Food 


Restaurant 


Index (58 


Restaurant 


Index (58 


Commodities) ptr nd Commodities) pte Commodities) = 





(January, 1942= 100) 





(September, 1942 = 100) (April, 1942 = 100) 








1942 
January 92.04 91.5 -97 
February 90.47 92. 25 
March 90.27 03 
April gl. .00 
May gl. 76 
June 93. .16 
July 93- 95 
August 97. 106.66 
September 100. 109.70 
October 102. 111.99 
November 104. 114.17 
December 107. 118.22 


100. 
98. 
98. 
99- 
99- 

Iol. 

Iol. 

10S. 

108. 

110. 

113. 

117. 
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1943 
January 
February 
March 
April 
May 
June 
July 
August 
September 
October 
November 
December 


10S. 
10S. 
107. 
108. 
109. 
107. 
104.78 
103. 
104.28 
105.65 
107.30 
107.84 


116.26 
116. 
118. 
118. 
119. 
117. 
114. 
113. 
114. 
11S. 
117. 
118. 


11S. 
11S. 
117. 
st. 
118. 
116. 
rg. 
112. 
113. 
114. 
116.5 
117. 
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104. 
10S. 
107 
107 
104. 
103. 
102 
102. 
103. 
103 
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food items are used in the Res- 
taurant Index. 

2. The weights given to the different 
types of food making up several of 
the BLS groups do not conform to 
the relative amounts actually used 
in restaurants. This is illustrated 
by Table V, which shows the impor- 
tance of each of the types of meat 
of which the meat group is com- 
posed. The BLS meat index, obvi- 
ously, is weighted too heavily with 
pork and provisions, and it is par- 
ticularly weak in the importance 
accorded to veal and lamb and 
mutton. 

Price Movements. A comparison is 

made between the Restaurant Wholesale 
Food Index and the Bureau of Labor 


Statistics Food Index in Table VI. Three 
different bases are used: September, 
1942; April, 1942; and January, 1942. 
When the two series are plotted on 
graph paper, the agreement between 
them is most marked where either Sep- 
tember, 1942, or January, 1942, is used 
as a base. Where the two indexes are 
based on September, the high point of 
both was reached in May, 1943. Second- 
ary highs were recorded by the Restau- 
rant Index in December, 1942, and 
December, 1943. There is no marked sec- 
ondary high point in the BLS Index. 
Index numbers of the Restaurant Index 
are lower than those of the BLS Index in 
seven months and higher in twelve 
months (i.e., the difference is greater 
than 1.00). They are about the same for 
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five months, including the base month 
(i.e., the difference is less than 1.00). The 
latter months are January and Septem- 
ber, 1942, and June, July and August, 
1943. The indexes move in opposite 
directions only six times and the dif- 
ference in each case is not important. 

Where January, 1942, is used as a base 
the new index is lower than the BLS 
Index in seven months, higher in ten 
months and nearly the same for seven 
months, including the base month (i.e., 
the difference is less than 1.00 in each 
case). The indexes move in opposite 
directions in six months. 

Where April, 1942, is used as a base, 
however, the new index is higher than 
the BLS Index in all months, except the 
base month. This is due to the fact that 
the BLS Index had advanced rapidly in 
the early part of 1942 while the new 
index had changed relatively little. 

A mathematical measure of agreement 
between the two series, using September, 
1942, as a base, may be of interest. Too 
much significance should not be attached 
to this measure, since only 24 months are 
involved in the comparisons. The coeffi- 
cient of correlation between the two 
series, using Pearson’s “Product Devia- 
tion Method,” is plus .94. This is a high 
degree of correlation. The correlation co- 
efficient is the same where January, 1942, 
is used as a base. 


CONCLUSION 


Unwarranted conclusions must not be 
drawn from a study covering two years 
during which prices on many of the com- 
modities included in both indexes were 
controlled and changed little from month 
to month. The evidence submitted, how- 
ever, clearly refutes the argument, fre- 
quently advanced by business men, that 
the BLS Index is not a reliable indicator 
of over-all food price changes in war- 
time. The BLS Index is a fairly accu- 
rate measure of monthly changes in the 
total prices paid for food by restau- 
rateurs when they buy in the wholesale 
markets. Because of the make-up of the 
BLS Index, however, it should not be 
used as an indicator of price changes or 
trends in individual groups of foods, such 
as fresh vegetables. The Restaurant 
Price Index appears to be much more 
sensitive to changes in food prices than 
the BLS Index. For this reason, it is bet- 
ter adapted for use by restaurant oper- 
ators. Many of the criticisms concerning 
the make-up of the BLS Food Index are 
well founded and should rightly be the 
concern of statisticians; but, because of 
the large number of commodities in- 
cluded in it, these faults in construction 
do not appear greatly to affect the final 
index or to impair its usefulness to busi- 
ness men. 
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USING AN INCOME INDEX TO FORECAST SALES 
OF SERVICE WHOLESALE DRUGGISTS 


H. WEBSTER JOHNSON 
United States Department of Agriculture 


Eprror’s Norte: This article by Mr. Fohnson is based 
on a much more complete study of the problem of fore- 
casting sales. 


CoMPARISON OF WHOLESALE DruG 
SALES AND INDEXES OF 
Business ACTIVITY 


N DEVISING a method of forecasting 
| for service wholesale druggists 
one of the procedures adopted was to 
correlate each of a number of existing 
indexes of business activity with sales of 
various wholesalers in an attempt to dis- 
cover definite positive or negative rela- 
tionships. 

Various indexes were tried such as 
Bank Clearings, Income Payments, In- 
dustrial Production, Wholesale Prices, 
Employment, Dun’s Regional Trade 
Barometers, Business Week Index of 
Income, and Payrolls.? 

Quite satisfactory results were ob- 
tained with the Index of Income as pub- 
lished in the Survey of Current Business. 
Unfortunately, however, there was prac- 
tically no time lag between changes of in- 
come and changes in sales of service 
wholesale druggists, so that the use of 
this Index as a forecasting device seemed 
impractical, since the published govern- 
ment figures appear some six weeks to 
two months late. The results obtained by 


1 Many of these indexes are published in the Federal 
Reserve Bulletin, issued monthly by the Board of 
Governors of the Federal Reserve System, Washington 
D. C., and the Survey of Current Business, issued 
monthly by the Bureau of Foreign and Domestic 
Commerce, United States Department of Commerce, 
Washington, D. C. Dun’s Regional Trade Barometers 
are published monthly in Dun’s Review, New York. 
Business Week's Index of Income appears monthly in 
Business Week, New York. 


using the Index of Income from Business 
Week, which precedes the government 
Index of Income by about a month, are 
shown in the charts which follow. 


SIMILARITY OF CHANGES IN INCOME 
AND SALES 


The similarity of movement of income 
and sales in Chart 1 is remarkable, and 
quite unexpected by many who believed 
that wholesale drugs would not show this 
change on the upswing until several 
months after income increased. That this 
change should occur so rapidly and fol- 
low income changes so faithfully both 
on the upswing and downswing reveals 
the sensitivity of this market to income 
changes. Retrenchment in a decreasing 
income period appears almost to antici- 
pate weakening economic conditions, 
whereas optimism on an expanding mar- 
ket leads to immediate buying even at 
the expense of future income. The fact 
that all three wholesalers’ patterns of 
sales responded similarly indicates an 
industry tendency rather than superior 
selling by an individual firm. 

Charts 2 and 3 reveal significant rela- 
tionships within a federal reserve dis- 
trict. Chart 2 indicates that, of the three 
cities plotted, only St. Paul seems to 
reflect an accurate picture of income and 
sales relationship which is representa- 
tive. Apparently business activity in 
Minneapolis was below average while in 
Billings, Montana business was boom- 
ing. When the sales of the three drug 
houses are combined, the greater sales 
of Minneapolis rise slightly and the 
smaller sales of Billings are brought 
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Cuart 1. Sales of two wholesale drug houses in Columvuis, Ohio, one in Akron, Ohio and index of income for the 
Cleveland Federal Reserve District, Monthly, 1934-40. 
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Cuarr 2. Sales of a wholesale drug house in Minneapolis, Billings, St. Paul and their average and index of income 
for the Minneapolis Federal Reserve District, quarterly, 1934-40. 
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Cuart 3. Combined sales of three wholesale drug houses in Minneapolis, Billings, and St. Paul, and index of income 
for the Minneapolis Federal Reserve District, quarterly, 1934-40. 


Adjusted for Seasonal Variation 
(1935-1937 = 100) Index 


TTT - -—_a me et ht Ge 
































DETROIT 









































Bet ae eS SaaS SS SSS SS ST” 


1935 1936 1937 (938 1939 1940 


Cuart 4. Sales of wholesale drug houses in Chicago and Detroit and index of income for the Chicago Federal 
Reserve District, quarterly, 1934-40. 
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down sharply so that the combined sales 
reflect very well the relationship of sales 
to income in this federal reserve district 
as shown in Chart 3. 

Chicago and Detroit wholesale drug 
houses seem to have prospered equally 
well for several years as is shown in 
Chart 4. In 1940 the pronounced di- 
vergence between sales in Detroit and 
Chicago can be attributed to the greater 


Adjusted for Seasonal Variation 
(1935-1937 - 


Index 


Connecticut, and Springfield, Massa- 
chusetts are given in Chart 5 with the 
appropriate Income Index for this dis- 
trict. Because these two cities are not so 
influential in this district, one can hardly 
expect their sales to coincide exactly with 
the Income Index, which includes Boston 
and surrounding territory. Yet it is evi- 
dent that the similarity is great enough 
to be significant. 
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Cuarrt 5. Sales of wholesale drug houses in New Haven, Connecticut, and Springfield, Massachusetts, and index of 
income for the Boston Federal Reserve District, quarterly, 1934-40. 


impact of war orders on Detroit than in 
Chicago. A check with Dun’s Regional 
Trade Barometers for these sections re- 
veals that business activity in Detroit 
was far ahead of business activity in 
Chicago. Explanation of the erratic be- 
havior in 1934 was not obtained since 
changes in the firms at this time might 
make an economic analysis impracti- 
cable. 

To show that more than one section 
of the country revealed similar situations 
the sales of drug houses in New Haven, 


Sales of wholesale drug houses in other 
cities of the country were charted also; 
but in some instances the results were 
unsatisfactory. Three possible reasons 
might be given for these inconsistencies; 
(1) internal reorganization within a firm 
with accompanying policy changes, (2) 
peculiar local conditions which would not 
reflect the normal situations in that dis- 
trict, and (3) the city chosen might be of 
minor importance in a district domi- 
nated by larger cities with different in- 
dustries. The last might be illustrated by 
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such a city as Grand Rapids, Michigan, 
which, although in the Chicago-Detroit 
Federal Reserve District, might respond 
much more slowly to business upturns 
because of a different principal industry. 
In some instances an index of a geo- 
graphical territory much smaller than a 
Federal Reserve District might be more 
helpful, such as Dun’s Regional Trade 
Barometer. Where no suitable index 
exists, one could be constructed that 
would reflect true conditions as found 
by the local drug wholesaler. 


EsTIMATING SALES 


Inasmuch as sales and income in sev- 
eral sections of the country have shown 
similar changes, one might conclude 
that, barring unusual local dislocations, 
this condition is the normal one and that 
reliance might be placed upon this fact 
to estimate future sales. Consequently 
if income is known, by use of simple al- 
gebraic proportion sales can be esti- 
mated closely enough to serve as a guide 
for future operations. Even though 
there is not sufficient lag between the two 
to hazard estimates far in advance, if it 
is possible to obtain recent income data, 
it becomes possible to make fairly ac- 
curate sales estimates several months in 
advance.’ 

The writer had the opportunity of 
making several such estimates and the 
results proved to be astonishingly ac- 
curate as was shown by later sales. Even 
when estimates were somewhat inac- 
curate they still were far superior to 
former forecasts, for these older fore- 
casts consistently, month after month, 
were usually above or below actual sales 
for long periods. In contrast, the pro- 
cedure explained above tended to make 


* It has been reported that there is a firm which is 
now predicting future income. If that can be done with 
reliability, estimating or forecasting as discussed in 
this article would become much easier. 


forecasts fluctuate closely with actual 
sales, sometimes slightly above, and then 
perhaps the next month slightly below 
actual sales. The cumulative difference 
between the two methods becomes ap- 
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Cuart 6. Seasonal patterns of four wholesale drug 
houses, Cleveland, Columbus and Akron, Ohio, 1933- 
40. 
parent at once, and so the value of each 
method can be determined readily. 

Continued over-estimating or under- 
estimating while perhaps not serious for 
a month or two would become increas- 
ingly ineffective or positively detri- 
mental if operations had been laid out 
for a long time in advance and budgets, 
purchasing commitments, and sales poli- 
cies developed along these premises. 
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Serious setbacks involving major read- 
justments might very well jeopardize 
successful operations for that year, not 
to mention more serious consequences 
resulting from alarming miscarriage of 
fundamental operations. Using the meth- 
od of forecasting suggested would in 
most instances lessen such dangers, for 
even if monthly estimates were to vary 
from actual sales, cumulated estimates 
should just about equal cumulated sales. 

The method employed, being mechan- 
ical, necessarily yields figures that are 
approximations only. Refinements such 
as adjusting for months of differing 
lengths, holidays, special drives, local 
changes, and a host of other local factors 
must be added or subtracted in order to 
obtain a usable figure. The making of 
such adjustments which depend on the 
locale and the geographical location, 
would demand excellent judgment on the 
part of several executives if they are to 
be evaluated adequately. 


The inclusion of Chart 6 seemed de- 
sirable since it illustrates the seasonal 
fluctuations of sales in several firms. 
With such similarity, evidently general 
indexes can be used with considerable 
security, losing reliability only under cer- 
tain exceptional circumstances which 
might or might not be controlled. A few 
of the unusual variations can be ex- 
plained by peculiar local conditions. 


CoNCLUSION 


Presentation of these data should pro- 
vide an incentive to business men, who 
heretofore have considered their busi- 
nesses as special cases, to use devices of 
this sort to forecast sales and carry out 
their work with greater certainty of out- 
come. Certainly most wholesale drug- 
gists can fit their sales estimating into 
the general method indicated, and non- 
recurring variations can be handled by 
management as they arise. 
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MEASURING RETAILERS’ INVENTORIES 


E. J. ENGQUIST, Jr., 


anD WILSON S. MILLER 


Bureau of the Census 


Eprror’s Note: Dr. Engquist, now with the War Pro- 
duction Board and Mr. Miller, now Lieutenant, USNR, 
conducted the survey, wrote this article, and made the 
findings available to the War Production Board and the 
Office of Price Administration prior to the formulation of 
the present regulations on retailers’ inventories. 


NOWLEDGE OF monthly inventory 
K trends is a useful guide for business 
management and an important factor in 
economic analysis and planning. Trends 
of orders, production, and sales require 
this additional item in order to be the 
basis of policy-making on a large or 
small scale. While some data are avail- 
able currently on inventories in the hands 
of producers and wholesalers, little is 
available on a monthly basis concerning 
the stocks of retailers, and practically 
nothing concerning consumers’ holdings. 
Retailers’ stocks on an annual basis or at 
less frequent intervals are available from 
the Bureau of the Census and a number 
of private research organizations and 
trade associations. On an all-commodity 
basis there are available monthly reports 
of the Federal Reserve Board on depart- 
ment stores’ inventories (and to a limited 
degree on several other lines). The A. C. 
Nielsen Company and other organiza- 
tions compile retail commodity inven- 
tories, but little of this statistical infor- 
mation is published. It may be said for 
most trades that very little is known of 
the behavior of retailers’ inventories. 

Accurate data on changes in inven- 
tories and their relation to changes in the 
volume of trade would be very valuable 
at present to several groups of interests: 

(1) The inventory policy of an in- 
dividual retail store may be formulated 
more intelligently if its management 
knows inventory trends in the trade. 
There are approximately 1,700,000 retail 


stores in the United States whose opera- 
tions might be more or less altered by 
the availability of adequate information 
on stock movements. Both buying and 
selling should shift with changes in in- 
ventory. When stocks are low, the mer- 
chant must take an active part in the 
market or find himself outbid in his at- 
tempts to replenish his shelves. Con- 
versely, increased competition to sell 
follows inventory accumulation and sell- 
ing efforts (including advertising promo- 
tion) must be quickened to offset such 
changes in inventory position. 

(2) The inventory position of retailers 
not only is a factor in their own operation 
but influences schedules of producers and 
merchandising policies at the intermedi- 
ate level of distribution. Inherent in the 
more integrated phases of business is the 
greater importance of single decisions. 
Therefore, such information is more 
critical to these business men in arriving 
at their far-reaching decisions. 

(3) For the last two years, a knowl- 
edge of inventory positions has been in- 
creasingly needed by those who are 
directing the mobilization of national re- 
sources in an all-out defense effort. The 
flow of goods from producers to the 
armed forces, lend-lease aid, or con- 
sumers, requires the maintenance of ade- 
quate but not overabundant inventories 
at each of the several levels of poduction 
and distribution. 

(4) In broader terms, knowledge of 
changes in inventories, and their relation 
to changes in the volume of trade, is im- 
portant to the economist because changes 
in inventory accumulation and depletion 
assist in forecasting the direction, timing 
and amplitude of cyclical changes. 
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The Bureau of the Census experi- 
mented in the spring of 1940 in order to 
gain information regarding the possibili- 
ties of filling the need for monthly in- 
formation on inventories at the retail 
level. The data assembled and the in- 
formation on methodology are presented 
here for the first time. Previously the 
Department of Commerce had success- 
fully obtained inventory data from re- 
tailers in two annual studies, one at the 
end of 1938 and one at the end of 1939. 


Tae I. Repiies To SAEs AND INveNToRY INQUIRIES, 


sales data. In subsequent months, sales 
and inventory data were requested on 
the same schedule. Besides asking for the 
amount of inventory as of three dates, 
the first schedules asked how often and 
when inventories were taken and what 
was the basis (retail or cost) of book in- 
ventory records. The survey was limited 
to two kinds of business, hardware and 
furniture, where inventory data were 
important and presumably available. 
The effective mailing list to which the 


INDEPENDENT RetaiL Stores By Kinps oF BusINEss 








Kind of Business 


Number of 


Per Cent of 
Inventory Reports 
to Sales Reports 


Number of 
Sales 
Reports 


Inventory 
Reports 





Hardware stores! 
Furniture stores! 
Illinois Total? 


General stores 

Drug stores 

Apparel Group 

Jewelry stores 
Furniture-Household-Radio Group 
Lumber-Building-Hardware Group 


271 
282 
84 


7 97 


1720 
917 
678 


15.7 
30.8 
12.4 


9 
38 
8 
10 
12 





1 Inquiry mailed in March 1940, to retailers in 34 States. 
2 Inquiry mailed in May 1940. Inquiry mailed only to kinds of business for which data were most meaningful. 


Since the monthly survey experiment, 
two other year-end surveys have been 
made, as of December 31, 1940 and 1941. 

In these year-end studies, question- 
naires are sent to the group of retailers 
cooperating in the monthly survey, “‘Re- 
tail Sales, Independent Stores.” In the 
survey, testing the availability of month- 
ly inventory data, the questionnaire was 
sent only to hardware and furniture 
stores during March and April, 1940, and 
to these stores plus an additional list of 
other kinds of businesses in Illinois for 
the months of May, June and July, 1940. 

In the first month of the experiment, 
the request for inventory data was 
mailed separately from the request for 


schedules were mailed, consisted of 2,637 
hardware and furniture retailers, of 
whom 2,110 replied. Of the 2,110 replies 
to the inventory questionnaire, 553 sup- 
plied data. The number of usable returns 
from hardware stores was 271, a smaller 
proportion of the 1,720 effective mailing 
list than in the case of furniture stores, 
from whom 282 usable returns were re- 
ceived out of 917 on the effective mailing 
list. (See Table I) 

On June 1, the inventory survey was 
extended to additional kinds of busi- 
nesses in Ilinois, the 678 firms cooperat- 
ing in the sales survey being requested 
to submit inventory data as of May 3!. 
The variation in response in this State 
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ranges from 25 per cent for stores in the 
apparel group to 7 per cent for general 
stores and drug stores. 

The original inquiry requested in- 
formation regarding frequency and tim- 
ing of physical inventory, and valuation 
basis of reporting inventory. As indi- 
cated in Table IJ, an overwhelming 
majority of hardware and furniture 
stores obtain a physical inventory only 
once a year, taking such inventory in 
January and December. Of those reply- 
ing to the question regarding the basis of 
valuing their inventory, the majority 
indicated a cost basis. 

Trends in inventories of retailers as 
obtained in this experimental survey are 
presented in Table III. The series are too 
short (as well as being deficient in other 
respects) to lend themselves to economic 
analysis. These results will illustrate the 
uses to which such data, if accurately 
compiled, could be put. 

The results of this survey indicate 
that a monthly retail inventory survey 
has limitations. For those kinds of busi- 
ness in which inventories are significant, 
the survey shows that the majority of 
merchants do not have a monthly inven- 
tory figure. This is true even among the 
merchants who were canvassed, and it 
must be remembered that these were 


Taste II. Frequency anp VALvuaTion Basis oF 
REpoRTING—INDEPENDENT RETAIL HARDWARE 
AND Furniture Stores, MARCH 31, 1940 








Number of Number of 
Hardware Furniture 
Stores Stores 


Frequency of Physical 
Inventory 





Annually! 1,162 515 
Semi-annually II 110 


Quarterly I 2 
Unknown 197 112 








Total 1,371 739 





Basis of Reporting 
Inventory 


Number of Number of 
Hardware Furniture 
Stores Stores 





Cost 393 314 
Retail 17 15 
Not stated 961 410 











Total 1,371 739 





1 1043 hardware stores and 455 furniture stores re- 
ported inventory taken in December or January. 


already cooperating in the sales survey. 
The per cent of returns varied by kind of 
business and by size of business. The 
biggest stores reported with the greatest 
relative frequency. For furniture stores, 
less than 15 per cent of the small stores 
on the mailing list (annual sales of less 
than $20,000) reported inventory data. 
Over 50 per cent of those with sales of 
$200,000 or more reported inventory 


Tas_e III. ILtustration oF Montuiy Data on RETAILERS’ INVENTORIES 
INDEPENDENT Harpware & Furniture Stores? 
Marcu 1940-JULY 1940 








Hardware Stores 


Furniture Stores 





Month and Year Per cent change 


Per cent change 


Per cent change Per cent change 


from 


preceding year 


from 


previous month 


preceding year 


from 


from 


previous month 





Queenie 


Mar. 31, 1940 
April 30, 1940 
May 31, 1940 
June 30, 1940 
July 31, 1940 





+ 8.2 
+ 8.9 
+10.6 
+ 8.1 
+ 3.7 





+3.1 
+1.6 
—o.8 
—0.4 
—2.1 





+7.0 
+5.7 
+3.3 
+5.3 
+5.2 





+4.3 
+0.1 
=3-3 
—3-4 
—o.! 





1 34 States 
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data. For hardware stores these percent- 
ages range from less than 10 per cent to 
exactly 50 per cent for these size groups. 
Of the several kinds of business in the 
Illinois test, the best response was ob- 
tained from the apparel group and the 
furniture and household appliance group. 

A program of reporting inventories 
would encounter, in addition to the dif- 
ficulties in obtaining responses, the other 
problems inherent in sampling in the 
field of retail trade. Among these are the 
high variation associated with individual 
experiences, the skewed population of 
stores in terms of size, the need fcr the 
unit of sampling to differ from the unit 
of analysis and the lack of independence 
between individual observations. 

From this survey it was estimated that 
monthly inventory reporting on a volun- 
tary basis could be expected from less 
than a thousand of the 40,000 hardware 
stores in the United States. If fewer than 
all retail stores can provide a definite 
inventory figure on a voluntary basis, it 
is obvious that the universe available for 
sampling is less than the total universe of 
retail trade. It may be that the universe 
available for sampling is less than the size 
of sample that would be required to ob- 
tain data of usable accuracy. This would 
certainly be true if extensive refinements 
in terms of geographic area or com- 
modity data were attempted. Further, 
the universe available for sampling may 
differ in important characteristics from 


the total universe. For the non-record- 
keeping stores the failure to keep month- 
ly 1 inventory records may cause, or result 
from, an inventory policy which varies 
from that maintained by those stores 
that keep monthly records. While 
might be possible to increase the number 
of retailers from whom the data would be 
available, such a program might not re- 
move the differences between record- 
keepers and non-record-keepers. To over- 
come this difficulty, it would be neces- 
sary to enter into an appreciable amount 
of intensive investigation so as to verify 
the existence and weigh the importance 
of these distortions. Some effort to 
evaluate the distortions would have to 
be of a continuing nature. 

The obtaining of retailers’ year-end 
inventory data has been much more suc- 
cessful. The retail trade censuses of 1929, 
1933, 1935 and 1939 obtained retailers’ 
inventories as of the end of each of those 
years. The 1937-38 retail survey ob- 
tained 1937 year-end inventory data 
from 76,718 stores out of the 102,853 
that reported sales. The four annual in- 
ventory surveys, 1938-41, taken in con- 
nection with the monthly retail sales 
survey of independent stores have also 
indicated the ability of retailers to report 
the value of stocks as of the end of the 
year. The success of a monthly inventory 
survey therefore appears to be limited 
more by lack of records than by lack of 
willingness to cooperate. 
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CASH AND FUTURE PRICES OF CORN 


ROLAND 5S. VAILE 
University of Minnesota 


NDER NORMAL conditions the future 
U price of a commodity exceeds its 
cash price by an amount approximately 
equal to the cost of storing it between the 
date of sale and the end of the delivery 
month.”? This is a typical text-book 
statement. Since a future contract may 
be used either as a source of supply of, or 
a market for, cash corn in the designated 





their respective trading seasons, and the 
level of each should be close to the aver- 
age cash price in the delivery month. 
These hypothetical relationships are 
shown on Chart I in which the cash or 
spot price increases regularly because of 
the accumulating costs of carrying the 
physical product, while the price of each 
future is constant throughout its life and 
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Hypothetical Data on Relationship of Cash and Future Prices 


future month, it is logical to suppose that 
this must be the “normal” or “long-run” 
relationship. The statement carries the 
implication that the cash price rises from 
month to month by approximately the 
carrying charges. In theory, also, the 
long-time averages of the December, 
May, July and September futures should 
€ approximately constant throughout 
? Alexander, et al., Marketing, p. 539. 


at the level of the cash in the delivery 
month. The July future is higher in 
price than the May or the December be- 
cause of theaccumulatedcarryingcharges; 
the September is no higher than the July 
because by the end of September the 
influence of the new crop has been to 
lower the cash price. 

“Many factors, however, may operate 
to upset this normal relationship.” The 
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present writer has called attention else- 
where to the vagaries of grain price 
movements in individual years.? In spite 
of individual-year exceptions, however, 
the “normal” relationship should hold 
when a long series of years is averaged. 
What are the facts? They are presented 
graphically on Chart II for the 33-year 
period, 1904-1937. 

Actually, the long-time average of 
monthly cash prices does move about as 
theoretical considerations would suggest. 


Cen’ 








¥ - 


~No e 


Sept Ot Nov Dec Jan 


are for all corn sold on the Chicago mar- 
ket of contract grade or Setter, which 
must result in a higher figure than the 
price of the future which is based on the 
contract grade only. 

The most conspicuous point shown on 
the graph, however, is that the prices of 
the May, July and September futures do 
not remain at a constant level, but in- 
crease materially from month to month. 
A rise of § cents in a two-month period 
seems “normal.” Evidently prices of 


Feb McA Apr Mey June July Aug Sept 


Cuart II 
Actual 33-Year Averages of Chicago Cash and Future Prices, 1904-1937 


That is, the monthly average cash corn 
prices increase rather regularly from 
January after the harvest and heavy 
crop-moving period, through the follow- 
ing August. In Septernber there is a de- 
cline due to the influence of the next 
harvest; the decline continues through 
October and November. 

The cash prices shown on the graph 
are higher than those of the futures in 
the respective delivery months instead of 
their being approximately equal. This is 
easily explained, however, by the nature 
of the data used. The average cash prices 


2 Vaile, JOURNAL OF MARKETING, Vol. V, No. 4, 
April, 1941, Pp. 353-355- 


future contracts are not what the logic 
of the case suggests; that is, they are not 
forecasts of cash prices in the future 
month, or additions of the carrying 
charges to the present cash price. In the 
long run one could have made a hand- 
some profit by buying futures early and 
selling in the delivery month. Apparently 
the traders on the futures market (at 
least in the case of corn) have not gen- 
erally thought of future contracts as 
something on which to make or take de- 
livery, for if early buyers had insisted 
on using their contracts as a source of 
supply of cash corn, the early sellers 
could not long have remained solvent. 








CONCEPTS OF PLANE, STANDARD, LEVEL 
AND SATISFACTION OF CONSUMP- 


TION AND 


ADOLF 
Princeton 


ERMINOLOGICAL difficulties are char- 
5 pence of a new science whose ter- 
minology is not yet standardized and has 
to be adapted to practical needs as ex- 
perience is gained. The difficulty of ter- 
minology which is encountered in com- 
paring conditions of welfare offers an 
example, in spite of the fact that some 
general concepts of standard of living 
were used at least a century ago. 

In this note we distinguish first be- 
tween the concepts of consumption and 
living. Then we modify each concept by 
a series of adjectives, namely: plane of—, 
standard of—, level of—, standard level 
of—, standard satisfaction of—. This us- 
age appears to give a complete and 
systematic coverage of subject matter 
now treated under a miscellany of un- 
standardized terms. 

In order to agree as much as possible 
with the existing terminology and, in 
particular with Mr. Davis’ note,? but 
also in order to differentiate further 
where it is necessary, the following defi- 
nitions are proposed for general use: 

Consumption is limited to goods and 
services which can be expressed in terms 
of money and can and must be bought.” 
It includes goods which are free in one 
place but have a price in another place; 


1 This note is the result of an empirical study of level 
of consumption in Europe, made for the Office of Popu- 
lation Research, Princeton University. The author 
acknowledges the helpful criticism of Frank Notestein, 
Princeton, and Elizabeth Hoyt, Iowa State College. 

? Joseph S. Davis, “Consumption level; consumption 
standard, plane of living; standard of living,” JourNAL 
OF MARKETING, 1941, Vol. VI, No. 2, pp. 164-166. 

** We may call them marketable goods and services. 


OF LIVING' 


KOZLIK 
University 


it does not include goods which are free 
everywhere. 

Living includes consumption and all 
other goods and services which influence 
human welfare, such as working time, 
working conditions in factories, health, 
opportunities to enjoy spare time (land- 
scape, climate), political organization, 
incomes of and relations to fellow-citi- 
zens, availability of communal goods 
and services, security, religious condi- 
tions, racial prejudices, and many other 
factors. It is clear that the concept of 
living becomes not only more compre- 
hensive, but also less definite, less acces- 
sible to quantitative expression than the 
more limited concept of consumption. 


A. CoNnsSUMPTION 


1) Plane of Consumption is the list of 
marketable economic goods and services 
actually consumed.’ It is an objective, 
economic, and descriptive concept. It is 
objective because it considers the goods 
and services rather than the satisfaction 
derived from them. It is economic be- 
cause marketable goods and services only 
are considered. It is descriptive rather 
than normative because it refers to the 
actual consumption. The term plane is 
preferable to scale because it conveys the 
idea of a structure or list whereas scale 
seems to express one measure. 


3 The term is used by Theresa S. McMahon, Social 
and Economic Standards of Living, 1925, p. 9; E. E. 
Hoyt, Consumption in our Society, New York, 1938, 
p. 265 (“scale or plane of living”), and others. Robert 
Coit Chapin, The Standard of Living Among W orking- 
men’s Families in New York Cities, 1909, p. 19, Calls it 
“standard of living.” 
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2) Standard‘ of Consumption is the list 
of marketable goods and services which 
people think they should consume. It is 
an objective, economic, and normative 
concept in the sense just defined.’ We 
may distinguish among three standards: 

a) Individual standard of consumption 
is the plane of consumption which a per- 
son considers himself entitled to con- 
sume. 

b) Social standard of consumption is 
the plane of living which a person or a 
group is entitled to consume according 
to concurrent public opinion.® 

c) Conventional standard of consump- 
tion is the plane of living at which a per- 
son is “expected to live’’ according to 
his social and economic position. 

3) Level of Consumption is the aggre- 
gated list of marketable goods and serv- 
ices actually consumed. In contrast to 
the plane of consumption it is expressed 
in one number; it makes it possible to 
rank different planes of consumption. 
The way in which the plane of consump- 
tion is aggregated has to be decided in 
each case according to the objects of the 
comparison; the level of food consump- 
tion can aggregate the calories, or the 
weight, or the prices, etc. of all food 
which constitutes the plane of food con- 
sumption. It is an objective, economic, 
and descriptive concept. 

4) Standard Level of Consumption is 
the aggregated list of marketable goods 


*H. J. Davenport, The Economics of Enterprise, New 
York, 1925, uses standard of living in this sense. Also 
Don D. Lescohier, The Labor Market, p. 92, who uses 
“scale of living” for “plane of consumption.” 

5 Rosalie Jones, The American Standard of Living and 
World-Co-operation, Boston-New York, 1923, p. 15, 
considers it to be psychic and not suitable for statistical 
treatment, but in her practical applications it turns out 
that she uses the term “standard of living” for “plane 
of consumption.” 

* Bureau of Municipal Research of Philadelphia, 
Workingmen’s Standard of Living in Philadelphia, 1919, 
p. 7, calls it a “minimum comfort” budget. 

7 Fabian Franklin, Cost of Living, New York, 1915, 
p. 32. 


and services which are included in the 
standard of living.® It is mostly expressed 
in form of a standard budget. We can dis- 
tinguish the same three sub-concepts 
which were proposed for the standard of 
consumption. The standard level of con- 
sumption is objective, economic, and 
normative. 

5) Satisfaction of Consumption is the 
satisfaction actually derived from the 
plane of consumption and aggregated in 
some way. It is a subjective, economic 
and descriptive concept. It is subjective 
because it considers the satisfaction de- 
rived from the commodities consumed 
rather than the commodities themselves. 

We are not able to express the satis- 
faction of consumption quantitatively. 
We may be able, however, to compare 
two satisfactions of consumption if the 
pattern of satisfaction (i.e., the indiffer- 
ence function system), is the same in 
both cases, and if 

a) in one case more of all commodities 
are consumed than in the other case, or 

b) the difference between the con- 
sumption of all commodities in both 
cases are so small that the marginal util- 
ity of each commodity is almost the same 
in both cases and is measured by the 
price. The greater or smaller value of all 
commodities consumed indicates the 
greater or smaller total utility. 


B. Livinec 


1) Plane of Living is the list of all con- 
ditions mentioned above which are actu- 
ally encountered and which affect the 
well-being. It is an objective, sociologic, 
and descriptive concept. It is objective 
because it lists the conditions rather than 
the satisfaction derived from them; it is 
sociological rather than economic be- 
cause it includes also non-marketable 
conditions; it is descriptive because it 


® Don D. Lescohier, The Labor Market, p. 95, calls it 
“standard of living.” 
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lists the conditions which actually exist. 

2) Standard of Living includes all the 
conditions which a person should have 
according to 

a) his own conviction (individual 
standard of living)® and 

b) the widespread conviction of other 
people (social standard of living),!® or 

c) which a person is expected to main- 
tain (conventional standard of living). 
It is an objective, sociologic, and norma- 
tive concept. 

Existency Minimum" are the condi- 
tions which are necessary to maintain 
people without degeneration or early 
death according to the widespread con- 
viction of people. It is some kind of mini- 
mum standard of living. It is an objec- 
tive, sociologic, and normative concept. 


9 It is called “standard of living” by F. W. Taussig, 
Principles of Economics, 1913, pp. 308-314; F. A. Fetter, 
Economic Principles, 1918, p. 417. 

10 This is called “ideal” standard of living by Frank 
Hatch Streightoff, The Standard of Living among the 
Industrial People of America, 1911, p. 2; a “reasonable 
standard of living” by Leila Hoghteling, The Income 
and Standard of Living of Unskilled Laborers in Chicago, 
Chicago, 1927, p. 2. See also Frederick Almy, Relief 
(reprinted 1910 by Russel Sage Foundation); Miss 
Nesbitt, The Charity Visitor, Chicago, 1917, p. 5; 
Jessica B. Peixotto, Getting and Spending at the Pro- 
fessional Standard of Living, New York, 1927, p. 13; 
Walter E. Clark, The Cost of Living, Chicago, 1915, 
p. 77; Fabian Franklin, Cost of Living, New York, 1915, 
pp. 29 ff. 

“Minimum Vital” is “the stable and secured satis- 
faction of our primary necessities” (Alberto Masferrer, 
El Minimum Vital, San Salvador, 1929, p. 4) “Minimum 
normal standard” “permits of the full growth, training 
and development of children and provides for the health 
and efficiency of adult” and is also called “minimum-of- 
subsistency standard,” “standard budget” by Leila 
Hoghteling, The Income and Standard of Living of Un- 
tkilled Laborers in Chicago, Chicago, 1927. 


3) Level of Living is the aggregated 
list of all conditions which constitute the 
plane of living. It is difficult to arrive at a 
commonly accepted method of how to 
weight the individual items, i.e., how to 
add up health, food, democracy, and 
summer resorts. It is impossible, there- 
fore, to arrive at a figure for the level of 
living generally agreed upon. Sub-group- 
ings of the plane of living is probably the 
best and the nearest that can be ex- 
pected, and the nearest we can sensibly 
approach the level of living. The concept 
is objective, sociologic, and descriptive. 

4) Standard Level of Living is the ag- 
gregated standard of living. It is an ob- 
jective, sociologic, and normative con- 
cept, which combines the difficulties of 
the standard and of the level of living. 

5) Satisfaction of Living is the satis- 
faction derived from the plane of living. 
It is the state of welfare. It is a subjec- 
tive, sociologic, and descriptive concept 
which we usually try to find out, but 
which we are able to approximate only 
by some of the other concepts. The diffi- 
culties encountered are potentialized, 
since an agreement has to be reached 
both with regard to the satisfaction 
actually derived from each item in the 
plane of living and with regard to the 
way in which these satisfactions, which 
are not commensurable, can be aggre- 
gated. 

6) Standard Satisfaction of Living or of 
Consumption is the satisfaction derived 
from the standard of living or of con- 
sumption. 
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Research completed and in progress is 
classified in this section under the list of gen- 
eral headings given below. Individual items 
are designated by the number of the general 
class into which they fall and, also, by a serial 
number within the class. It is expected that 
this classification will be used consistently in 
subsequent issues of THE JOURNAL. It is 
hoped that this method of designation will 
lead to easy reference by our readers. Sug- 
gestions from them as to desirable changes 
will be welcomed by the editors. 


List or GENERAL HEADINGS 


. Advertising 
. Selling—Personal 


Commodity Studies 


Industrial Marketing 
Marketing Farm Products 
Marketing Minerals 
Marketing Services 
Producers’ Marketing of Consumer 
Goods 
. Product Analysis 
. Consumer Studies 
. Cost of Marketing 
. Foreign Trade 


Functional Marketing 


Co-operative Marketing 
Credit—Mercantile and Retail 
Retailing 

Transportation 

Warehousing 

Wholesaling 
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Federal, State, Local Regulation 
Taxation 

. Marketing Theory 
. Prices and Price Policies 


Statistics 
22. General Market Statistics 
23. Market Area Studies 
24. Research Technique 
25. War—General 
26. Miscellaneous 


1. ADVERTISING 


1.1 A Study of Brand Loyalty. Lester Guest, 
Journal of Applied Psychology, Feb- 
ruary, 1944. 


Those readers interested in the problem of 
measuring the brand consciousness and loy- 
alty of the marketing public will want to 
read this article, which is Dr. Guest’s second 
article based on his Ph.D. thesis and pub- 
lished in the Fournal of Applied Psychology. 
(see ‘““The Genesis of Brand Awareness,” 
Volume 26). 

The author is interested in determining the 
extent of “brand loyalty” existing for com- 
mercial brands of various products, the term 
“brand loyalty” being used to indicate con- 
stancy of preference over a period of years in 
the life of an individual. The practical diff- 
culties of measuring such “brand loyalty” are 
recognized by the author. As a substitute 
measure of “brand loyalty” of an individual 
he chose about 85 children in each grade of 
school from the third grade through the 
eleventh grade and gave them a brand aware- 
ness test which was immediately followed by 
a brand preference test——both tests having 
been pre-tested several times. 

Although the author uses statistical tech- 
niques in interpreting the results of the 
tests, he warns that “brand loyalty cannot 
be defined statistically.” For this reason 
your reviewer suggests that the reader inter- 
ested in the author’s general conclusions re- 
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fer to the basic data presented tabularly in 
the article 

Dr. Guest concludes that: 1. “The degree 
to which loyalty to brand names may be said 
to exist is partially a function of the method 
of measurement and individual interpreta- 
tion. 2. Brand loyalty is usually not descrip- 
tive of the whole product category to which 
a brand belongs. Only in the case of few 
products does general brand loyalty exist for 
all brands of a product. 3. When loyalty is 
considered in relation to specific brands, a 
fairly high degree of loyalty exists. According 
to one interpretation of loyalty, children 
are loyal to 55% of the brands studied, and 
according to another interpretation, children 
are loyal to 78% of the brands studied. In 
the light of these conditions, early prefer- 
ences may be regarded as having been shown 
to agree in some cases with later preferences. 
Whether these preferences tend to agree with 
preferences in the actual buying situation re- 
quires further experimentation.” 


1.2 Transition Themes for Business Paper 
Advertisments, Associated Business 
Papers, New York, Portfolio, 1944. 


This portfolio contains proofs of transition 
advertisements in the fields of merchandising 
and industrial publications with an explana- 
tory note attached to each indicating why it 
seems to be particularly adapted to the ad- 
vertising task to be performed. These exam- 
ples should be of wide interest to advertisers 
since copy of this transitional nature is still 
the exception in business-paper advertising. 
A preface to the collection points out that a 
transition advertisement is not a postwar 
advertisement, nor is it a war advertisement. 
It is a combination of both bridging the gap 
between the two periods. 


1.3 Advertising Allowances to Dealers Con- 
tinue Important. Advertising Age, Feb- 
ruary 21, 1944. 

This article reports in considerable detail 
the results of a survey recently completed by 
Advertising Age. Although but 125 manufac- 
turers were questioned, detailed question- 
naires were returned from 72 companies rep- 
resenting a wide variety of commodity 


fields. Fifty-one of these manufacturers ex- 
pect to use co-operative dealer advertising 
after the war while several have not deter- 
mined their postwar advertising policy. If 
this sample is a representative one, it would 
appear that cooperative advertising with 
dealers will be a potent factor, especially in 
certain fields, in the postwar merchandising 
race. 


1.4 British Volume of Advertising Shows 
1943 Gain. Advertising Age, April 3, 
1944. 


Although the volume of advertising in 
British newspapers and magazines in 1943 
was only 55.4% of 1938, still it advanced 
over 1942. The article presents data on prod- 
ucts which have retained their proportion 
to the general expenditure as well as on 
those which showed gains and losses.: It 
stresses the fact that the biggest spender was 
the Government. 


4. MARKETING FARM PRODUCTS 


4.1 Testing Wool Shrinkage. A new shrinkage 
test that employs a core-taking sampler has 
been developed by representatives of the 
Livestock, Meats, and Wool Division of the 
Office of Distribution, War Food Adminis- 
tration. (See item 4.4.1 in the July, 1943 
issue Of THE JOURNAL OF MARKETING.) 

The coring machine consists of an electric 
hand drill which rotates an attached cylinder 
18 inches long and 2 inches wide. A toothed 
blade, attached to this cylinder, cuts out a 
neat core from the bale or bag of wool. By 
this simple process a number of cores are 
taken to make up a representative test sam- 
ple. 

Approximately 1,150 bags of wool were 
sampled during 1943, and more than 12,000 
individual cores were drawn. These were 
taken from 109 lots of domestic wool. Each 
lot averaged about to bags selected at ran- 
dom throughout each clip. On 92 lots, the 
shrinkage had already been estimated by a 
committee of three competent wool ap- 
praisers. This gave the Livestock, Meats, and 
Wool Branch an excellent opportunity to 
check its tests against the appraisals of the 
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experienced wool judges. Then both the ap- 
praisals of the wool experts and the tests 
made by the Branch could be checked against 
the actual shrinkage determined from scour- 
ing the entire lots. 

The estimates made by the experienced 
wool experts varied all the way from 10.7 
per cent below to 9.4 per cent above the 
actual shrinkage. The average error of the 
estimates was 2.82 per cent. Core sample re- 
sults showed up with a range of error ex- 
tending from 4.4 per cent below to 3.8 per 
cent above the actual, with an average error 
from the actual of only slightly more than 1 
per cent. 

More significant than this, however, is the 
fact that on the estimated shrinkages only 
about a fourth of the estimates were within 1 
per cent of the actual shrinkages, whereas 
about half of the core samples were within 
the 1 per cent. Eighty-seven per cent of the 
core samples were within 3 per cent of the ac- 
tual whereas only 57 per cent of the estimates 
were within that margin. The appraisers’ 
errors were lowest in the medium shrinkage 
range from $5 to 70 per cent and highest in 
the extremely low and the extremely high 
shrinking wools. In wools with shrinkages 
ranging above 70 per cent and below 55 per 
cent, the appraisers’ estimates erred by from 
4 to 9 per cent. 

Moreover, each of these shrinkage esti- 
mates was the average opinion of three ex- 
perts with many years of experience in the 
wool trade. But in the past, wool has been 
bought from the grower on the basis of the 
shrinkage estimate of one man—the wool 
buyer—who is supposed to be expert in his 
profession. But the judgment of one man is 
liable to greater error than the combined 
judgment of three men. 


4.2 The Corn Belt Livestock Marketing Re- 
search Committee has approved for publica- 
tion a manuscript entitled Trucking Live- 
stock in the Corn Belt Region which is a report 
of a study on livestock trucking in which ten 
States in the Region and the Bureau of Agri- 
cultural Economics cooperated. The study 
was undertaken about two years ago in order 
to develop information that could be made 
use of by the Office of Defense Transporta- 


tion, local and other transportation agencies 
in formulating programs for conserving truck 
transportation equipment. Throughout the 
period of the study information has been 
made available to these agencies, and a pre- 
liminary report giving recommendations for 
efficient transportation was issued from the 
Missouri Agricultural Experiment Station 
in January. The phases of the study having 
long-time application are incorporated in a 
regional report which also will be published 
by the Missouri Agricultural Experiment 
Station. 

As its next project the Committee will 
make a study of geographic and grade and 
weight price differentials of livestock. Hog 
prices will be given consideration first. A 
technical committee of three members, with 
whom the Bureau of Agricultural Economic’s 
representative is cooperating, has the re- 
sponsibility of planning and outlining the de- 
tails of the study. 

4.3 A study has been made of the possibili- 
ties of air transport of fresh strawberries and 
tomatoes after the war, using planes and 
pilots to be released by the armed forces. 
This is the first known attempt to set up an 
actual air transport operation for farm 
products, taking into account costs of mar- 
keting as well as transportation. It is a joint 
study of the Bureau of Agricultural Eco- 
nomics and Wayne University of Detroit. A 
summary of the results was published in the 
March issue of The Marketing and Trans- 
portation Situation, and also was the basis of 
an address by Secretary of Agriculture 
Claude R. Wickard before an industry meet- 
ing in Detroit on March 23. Additional 
studies are now being carried on in regard to 
other commodities and other types of planes. 


7. PRODUCERS’ MARKETING OF CON- 
SUMER GOODS 


7.1 The Market for Water Systems is an anal- 
ysis of the market for individual power or 
wind-mill driven pumps and pressure tanks 
that will produce running water. The study 
was made by the Research Department of 
The Curtis Publishing Company. It is esti- 
mated that there is a potential United States 
market for nearly six million water systems, 
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the figures on which these estimates are 
based being clearly presented in the report. 
Other market factors considered are the im- 
portance of electricity, character of retail 
outlets, advertising and promotional ap- 
proaches relating to both the consumer and 
the dealer, postwar merchandising trends, 
improved farm income, rural electrification 
and foreign market possibilities. 


9. CONSUMER STUDIES 


9.1 A study is now in progress on consumer 
acceptance of dehydrated foods through a sur- 
vey of 650 Chicago housewives. Principal 
responsibility for the project has been taken 
by the Bureau of Agricultural Economics, 
with the War Food Administration aiding in 
obtaining products for distribution, and the 
Bureau of Human Nutrition and Home Eco- 
nomics furnishing recipes. After housewives 
have had an opportunity to prepare and use 
the foods they will be interviewed on their 
reactions and experiences. The report is ex- 
pected to be ready about July 1, and will be 
published by the Bureau of Agricultural 
Economics. 


9.2 Income and Food Consumption. W. C. 
Hopper, The Canadian Fournal of 
Economics and Political Science, No- 
vember, 1943. 


In this twenty-one page article the author 
presents factual data resulting from studies 
made by the Economics Division of the Do- 
minion Department of Agriculture during 
the past six years and from a survey of wage- 
earner families conducted by the Dominion 
Bureau of Statistics in 1937-38. Since these 
studies were made prior to the war, they refer 
to peace-time conditions only. 

The studies were concerned with the ques- 
tion of whether any relationship seems to 
exist between the income of the household 
and the quantities of milk, cream, cheese, 
eggs, meat, fish, and fresh fruits and vege- 
tables purchased. Although these studies 
vary as to coverage, most of them include a 
large and seemingly representative sample. 
The results differ somewhat according to 
kind of commodity consumed and area stud- 
ied. Still, by and large, there seems to be a 


close relationship between the city household 
income and quantities consumed of these 
particular commodities. The data for rural 
households are not conclusive. 


10. COST OF MARKETING 


10.1 A report on cotton and cotton textile mar- 
keting margins and costs has been completed 
by the Bureau of Agricultural Economics. 
This contains extensive data, both original 
and secondary, and when published will con- 
stitute by far the most exhaustive treatment 
of the subject and the best source of statis- 
tical information of this kind. The study 
shows costs and margins for processing and 
marketing raw cotton, manufacturing cotton 
into yarns and fabrics, dyeing and finishing 
the fabrics, fabricating the cloth into ap- 
parel for household goods, and for whole- 
saling and retailing the finished products. In 
addition, the means by which, and the extent 
to which, certain of these costs and margins 
might be reduced are indicated. Work is 
under way on similar reports for other com- 
modities. 


10.2 Work has been practically completed 
on a very extensive revision of the farm-retail 
price spreads regularly published by the 
Bureau of Agricultural Economics. These re- 
visions have been in progress for more than a 
year, and all of the published margin series 
of the Bureau will be revised following pub- 
lication of the report showing the basis for 
the revisions. The first report, now almost 
ready for publication, will cover farm food 
products. Monthly data back to 1913 are in- 
cluded, with allowance for by-product 
values in processing, and for waste and 
shrinkage in marketing. Other features are 
estimates of retail prices for the United 
States average consumer (urban and rural), 
a per capita food basket based upon farm 
sales and utilization for the five pre-war 
years 1935-1939, a break-down of the food 
basket into component groups such as dairy 
products and meat products, estimates of 
time lags for non-perishable crops of concen- 
trated seasonal production, and adjustment 
of prices and margins for processing taxes 
and subsidies. 
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10.3 The study of the “handling” costs of a 
food product, namely rice, when sold in pack- 
ages and when distributed in bulk form, has 
been completed by Dr. Ralph F. Breyer and 
some of his associates at the Wharton School, 
University of Pennsylvania. It will be pub- 
lished within a month or so by the American 
Management Association as one of the vol- 
umes of their Packaging Series. 


11. FOREIGN TRADE 


11.1 The University of Washington has re- 
cently established a general International 
Trade Research Project in the Bureau of 
Business Research to cooperate with Gov- 
ernor Arthur B. Langlie’s state-wide com- 
mittee for the promotion of international 
trade. There have been added to the staff 
Professor Charles J. Miller, who will super- 
vise the project, and Dr. Eldon Griffin, who 
will work on the Far Eastern phases of the 
study. 


12. COCPERATIVE MARKETING 


12.1 Goods and Services Provided by Con- 
sumers’ Cooperatives in the United 
States. Monthly Labor Review, Janu- 
ary, 1944. 

The United States Bureau of Labor Sta- 
tistics compiled data on facilities provided by 
consumers’ cooperatives in a publication, 
Bulletin No 750: Directory of Consumers’ 
Cooperatives in the United States, as of Janu- 
ary I, 1943. This article analyzes and sum- 
marizes these data which cover about 4,500 
of all types of consumer cooperatives. The 
following two tables present the heart of the 
summary. 


Tase I. PER cENT OF ASSOCIATIONS 
HanDLING Propucts 
Per cent of 
reporting 
associations 
Groceries (including vegetables, fruits dairy 
and bakery products) 


vb 


WwW cor CO~I)O CO~I] 


ol 
COoOUADKOAN 


Clothing 


Furniture 
Coal and/or wood 
Electrical appliances 


Per cent of 
reporting 
associations 
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Other fuels (kerosene, fuel, oil, etc.)....... 
Motor oil 


Tires, tubes, batteries, accessories......... 


Lumber, building material 

Flour, feed, seeds 

Fertilizer 

Other farm supplies (fly spray, insecticides, 
twine, steel) 

Automobile trucks 

Miscellaneous, not otherwise classified 

Funeral goods, caskets 
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TaBLe IJ. Per cent oF ASSOCIATIONS 
ProviDING SERVICES 
Per cent of 
reporting 
associations 
Automobile storage ‘“é 
Automobile service (repairing flat tires, 
greasing, battery recharging, etc.)....... 
Automobile repair 
Parking lot 
Laundry and/or dry cleaning............. 
Water for household use 
Cold storage of meats and vegetables for 
family use 
Barber service 
Beauty service 
Shoe repair 
Tailoring 
Burial service 
Medical care: 


Own facilities 
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Houses or apartments 

Social or recreational facilities 
Educational facilities 
Trucking 

Insurance 

Printing and publishing 


HH CO~AInrMnrin =| COn~] NH 


12.2 Developments in the Cooperative 
Movement in 1943. Monthly Labor 
Review, March, 1944. 


Those readers interested in the activities 
of cooperatives will want to read this twelve 
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page article on what happened to the Coop- 
erative Movement in 1943. A brief summary 
of the article is quoted as follows: 

“The spectacular expansion by coopera- 
tives into production in 1943 overshadowed 
other developments in that year. According 
to the Cooperative League, some $14,000,000 
was invested in productive facilities of vari- 
ous kinds in this one year. By far the greater 
part of the money went into the purchase of 
petroleum refineries, pipe lines, and oil- 
bearing lands. Other acquisitions included a 
printing plant, a coffee-roasting plant, a can 
nery, a dehydration plant, a chemical 
factory, five sawmills, two feed mills, and a 
number of other plants related to agriculture 
and its products. These purchases were made 
almost entirely by regional wholesale associ- 
ations, individually or in combination with 
other wholesales. 

“Among the local cooperatives the out- 
standing feature of the year was the number 
of new food stores opened by new associa- 
tions, by store organizations previously in 
existence, and by petroleum associations 
which were diversifying their activities. The 
many problems entailed by the war were 
being overcome fairly well and, notwith- 
standing the poor supply situation, volume 
of goods handled and amount of sales made 
appeared to be increasing. The greatest dif- 
ficulty appeared to be that of obtaining 
and retaining trained workers, especially for 
the more responsible positions. 

“Cooperatives were the subject of a num- 
ber of court and administrative decisions 
during the year, and were on the whole suc- 
cessful in these, as well as in the legislative 
measures enacted. 

“Steps were taken to bring about closer 
relationships between the credit-union and 
consumers’ cooperative movements, and be- 
tween the latter and organized labor. Much 
greater attention was paid to publicizing the 
cooperative movement than in any previous 
year, and this was assisted by several at- 
tacks upon the movement which resulted in 
gaining it greater public notice. 

“Evidence of the widening horizons of the 
consumers’ cooperatives in this country was 
given in their increasing preoccupation with 


postwar conditions and the part that co- 
operatives can play in the rehabilitation of 
cooperative movements abroad. Conferences 
with representatives of these movements in 
the fall of 1943 and early in 1944 explored 
the practical steps to be taken by coop- 
eratives in this country in the relief and 
reconstruction of associations in war-torn 
countries. The formation of an International 
Cooperative Trading and Manufacturing As- 
sociation, through which this help will be ex- 
tended, was authorized.” 


12.3 Co-ops Map Plans for International 
Trade Group. Advertising Age, March 
27, 1944. 

It is stated in this article that the “United 
States and Canadian Cooperative Associa- 
tions, through National Cooperatives, Inc., 
and the Cooperative League of the U.S.A. 
have set into motion a gigantic program for 
domestic expansion and a world trade of 
their own on a nation-to-nation basis.” 

At a meeting in Chicago in early March of 
this year, representatives of National Co- 
operatives, Inc. (the buying and manufac- 
turing agency of member consumer and pur- 
chasing cooperatives) and the Cooperative 
League (the educational and promotional or- 
ganization) agreed upon the following points: 

“1. Approved the incorporation of the In- 
ternational Cooperative Trading & 
Manufacturing Association, which 
would operate in four fields—(a) food- 
stuffs; (b) farm supplies; (c) petroleum 
products; and (d) general supplies. This 
agency would not only trade and dis- 
tribute goods, but manufacture them 
also, being designed as an extension of 
the co-ops present national activities to 
a world-wide basis. 

. Initiated an ambitious program to en- 
roll members in the nation’s big cities 
on a scale proportionate to those al- 
ready enrolled in rural districts, with 
emphasis placed on cooperative housing 
projects. 

. Recommended that surplus govern- 
ment commodities be distributed on a 
non-profit basis after the war to pre- 
vent the ‘profiteering and scandals that 
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followed 1918-1919.’ To this end they 
suggested that a government commis- 
sion be formed to handle the distribu- 
tion of surplus goods and that it include 
representatives of the co-ops, agricul- 
ture, labor and small business. 

. Mapped plans for a vast expansion 
after the war of their present not in- 
considerable distribution of electrical 
appliances for the home and farm. 

. Voted to hold their Centennial Con- 
gress Oct. 9-13 at the Morrison Hotel, 
Chicago, and to invite representatives 
of co-ops in England, Scotland, Sweden, 
China and Latin-American countries. 

. Voted to launch a ‘Freedom Fund’ for 
the relief and rehabilitation of co-ops in 
foreign lands, particularly in war-torn 
countries of Europe and Asia. While 
contributions will be accepted now, the 
official drive for funds will not open 
until September 1.” 


14. RETAILING 


14.1 Facts in Food and Grocery Distribu- 
tion, The Progressive Grocer, New 
York, 1944, p. 23. 


This is the 1944 edition of an annual pub- 
lication which has come to be looked upon as 
an authority in its field. This issue contains 
a comprehensive review of retail food dis- 
tribution during 1943 together with copious 
reference tables. Outstanding facts revealed 
are: 

Independent Stores —Independent grocery 
and combination stores made an incalculable 
contribution to America’s well-being under 
troublesome war conditions by keeping food 
flowing with surprisingly few disruptions. 
Their sales in 1943 were $1,360,000,000, or 
18%, larger than 1942. Both their increase 
and total sales were largest in history, ac- 
complished with less help than previous 
years. Total sales were $8,960,000,000. 
Chain Stores —Chain grocery and combina- 
tion stores had a decline in sales of $350,- 
000,000 or 74% in 1943. Total sales were 
$4,250,000,000. Se/f-service.—Self-service op- 
eration in 1943 expanded rapidly, 17% of 
independents operating complete self-service 


stores, doing 27% of the volume; 52% op- 
erated semi-self-service stores, doing 48% of 
the volume. Women Employees.—Excluding 
proprietors, 50% of store employees were 
women. New Help.—Help shortage was a 
continuous problem with 40% of employees 
hired within the year; 47% excluding pro- 
prietors. Independents got along with 10% 
less full-time help, even though sales were 
18% higher. Store Closings——Since Pearl 
Harbor the number of stores declined ap- 
proximately 81,000, of which 55,000 were in- 
dependent grocery and combination stores, 
5,500 chains, 21,000 specialty stores. Decline 
in 1943 was 48,000, of which 34,000 were in- 
dependents, 2,000 chains, 12,000 specialty 
stores. General—Services have been cur- 
tailed drastically in the past year. Medium- 
sized stores did better than either small or 
superstores, many supers suffering reverses. 


14.2 The Application of Self-Service to De- 
partment and Specialty Stores. H. EF. 
Glave, Journal of Retailing, Decem- 
ber, 1943. 
In this eight page article the author de- 


scribes an experiment which the Thalhimer 
store is carrying out in an attempt to make 
the store’s goods more accessible to the cus- 
tomer. After a great deal of experimentation 
they have devised fixtures which they be- 
lieve will best utilize available space and at 
the same time bring merchandise within 
reach of the customer. A_ considerable 
amount of factual data are included in the 
article as supporting evidence. Inasmuch as 
all students of marketing are interested in 
ways of reducing the costs of distribution 
any constructive suggestions as to possible 
“ways” are worthy of careful consideration. 


14.3 The Wage Earner Forum, Macfadden 
Publications, Inc., April 19, 1944 issue, re- 
ports on personal and mail interviews of 1,76 
Wage-Earner families (3,532 adults), regard- 
ing several matters of great interest to mar- 
keting men. The variation in the preference 
for “self-service” over “clerk service” in food 
stores by age, city-size, and geographic re- 
gion is shown to be significant. Moreover, 
nearly half of the housewives prefer self- 
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service in buying notions, and, what is even 
more surprising, 28.4 per cent prefer it in the 
purchase of clothing and nearly as many in 
buying household furnishings. The report 
cites figures showing that a sales tax is more 
often preferred than a further increase in the 
withholding tax. The interviewees as a whole 
also have a rather confused picture of what 
the postwar automobile will be like. 


14.4 A Legal Decision of Importance to Re- 
tailers. ‘fournal of Retailing, Decem- 
ber, 1943. 

A decision by the Appellate Division of 
New York State in the case involving the 
intrastate trade of two specialty stores and 
two coat manufacturers will interest many 
readers. The Appellate Division ruled that 
for a store to prevail upon a manufacturer to 
cut off sales to a competitor is a violation of 
section 340 of the General Business Law of 
the State. Section 340 provides that, “every 
contract agreement, arrangement, or com- 
bination whereby ... competition in the 
sales... of any article ...is or may be re- 
strained or prevented...is hereby de- 


clared to be against public policy, illegal and 


void.” 


14.5 Gas Stations Seen as Outlet for Varied 
Items. Advertising Age, February 21, 
1944. 

This is a report of a nationwide survey re- 
cently completed by the Gasoline Pump 
Manufacturers Association. It is claimed 
that ‘‘with the end of the war and a return 
of a buyers’ market, business will try to 
market its wares in sources and outlets which 
in the past might have been looked upon as 
ridiculous and completely unorthodox.” The 
article goes on to point out that one of the 
sources which it appears is destined to play 
an important part in this era as a major 
channel of distribution is the gasoline station. 
A pre-war use of these stations for the sale 
of many and quite unrelated items will not 
only be continued but be expanded. 


14.6 Bureau of Foreign and Domestic Com- 
merce. Wartime Guide for Retail Drug- 
gists was prepared by the Distribution Divi- 
sion of the Bureau and follows a somewhat 


similar pattern to the Wartime Guide for 
Retail Grocers, published last fall. The 
report discusses several of the more pressing 
problems confronting the retail druggist 
under wartime conditions, and suggests sever- 
al alternative methods of meeting these 
problems. The subjects discussed are: 

Store Economies—First Action 

The Professional End of the Business 

Wartime Shortage of Pharmacists 

The Personnel Problem 

Record Keeping 

Wartime Adjustments at the Fountain 

Store Hours 

Wartime Merchandising “Shorts” 

What of the Future 

The report was published by the National 

Association of Retail Druggists, in Chicago. 
Aside from a limited number of copies avail- 
able upon individual request to the Bureau of 
Foreign and Domestic Commerce in Wash- 
ington or to the field offices of the Depart- 
ment of Commerce distribution is through 
the Association. 


14.7 Consumer-Retailer Relations After the 
War. Harold W. Brightman, Fournal 
of Retailing, February, 1944. 


Readers will find in this article a clear and 
concise explanation of the operation and 
goals of the National Consumer-Retailer 
Council presented by the chairman. In addi- 
tion, Mr. Brightman indicates the direction 
of the Council’s work on postwar planning 
looking toward: “1. Improved standards of 
living for the American people. 2. Main- 
tenance of private enterprise and a com- 
petitive economy. 3. Development of qual- 
ity controls, where possible at the production 
and processing level, and definitions of qual- 
ity from the sources of supply to the retailer 
and from the retailer to the consumer. 4. 
Lowest possible distribution costs for re- 
tailers at different service levels. 5. Develop- 
ment of advertising as a more effective tool 
for the buyer and seller of consumer goods 
at every level of distribution. 6. Informed re- 
tail buyers, informed salespeople, informed 
customers. 7. Adequate supply of trained 
personnel for distributive services.’ 

It is pointed out that labeling, testing, the 
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setting of merchandise specifications and the 
organization of customer advisory groups are 
important phases of consumer relations and 
will be used in solving the seven postwar 
problems. 


15. TRANSPORTATION 


15.1 A coordinated group of master’s theses 
on air transportation is being prepared under 
the direction of Professor John H. Frederick 
at the University of Texas. “A Study of Air 
Cargo Flight Equipment” was completed 
last spring by Mr. Jerry W. Martin. This 
study is of interest to marketing men as it 
discusses types of equipment which will be 
available to shippers of air cargo after the 
war. “Airport Organization” has just been 
completed by Mr. Welles F. Jackson. This 
report should also be of interest to marketing 
men since airports will undoubtedly be a new 
type of outlet for many products. The air- 
ports themselves will have certain opera- 
tional and promotional problems of a mar- 
keting character the approach to which will 
have a direct bearing on air marketing chan- 
nels. Two further studies, “Airport Adver- 
tisement and Promotion,” by Mr. Madison 
Limmer, and “United States International 
Air Policy—Monopolies and Competition,” 
by Mr. O. E. Patterson, Jr. will be completed 
this fall. 


21. PRICES AND PRICE POLICIES 


21.1 Price Discrimination in Quantity (The 
Legal View). Samuel Woodruff, 4d- 
vertising & Selling, February, 1944. 


The author reviews the history of at- 
tempts to control price discrimination on 
account of quantity sold. He points out that 
when the Clayton Act was passed the House 
Judiciary Committee’s report made it clear 
that the “purpose of the proposed law was 
to reach the practice of destroying competi- 
tion by lowering prices and subsequently 
recovering the losses at the expense of the 
public after a monopoly had been estab- 
lished.” In the House of Representatives, 
when this report was submitted, it was 
pointed out “that the practice of giving a 
cheaper rate to the purchaser who buys in 


wholesale lots was a business necessity that 
the Committee did not feel warranted in dis- 
turbing.” 

However, in 1936 the Federal Trade Com- 
mission held that a contract which had been 
made in 1926 between the Sears, Roebuck & 
Company and the Goodyear Tire and Rub- 
ber Company for the purchase of automobile 
tires at a price of cost plus a profit of six per 
cent (adjusted to 64%) to be resold by Sears, 
Roebuck Co. under their own brand was 
illegal. The Commission “maintained that 
although the statute permitted a discrimina- 
tion in price on account of quantity sold, 
that difference must be approximately the 
saving in cost and expense in the sale of the 
larger quantity.” 

In 1928 the Federal Trade Commission, 
under a Senate resolution, investigated the 
chain store system of marketing and distri- 
bution. The report filed in 1934 stated that 
“lower selling prices were a very substantial 
if not the chief factor in the growth of chain 
store merchandising.” The article points out 
that the report at that time referred to the 
proviso relating to quantity in the Clayton 
Act calling attention to the fact that the 
“Clayton Act may be readily evaded by 
making a small difference in quantity the 
occasion for a large difference in price. If the 
section is to have any vitality it must either 
be interpreted and enforced to that effect or 
it should be amended to that effect.” 

Later, in June 1936, an amendment to the 
Clayton Act was passed in the form of the 
Robinson-Patman Act. However, the provi- 
sions permitting discrimination in_ price 
based on differences in quantity still survive, 
the author points out, although grounds for 
discrimination in grade and quality were 
eliminated. 


21.2 Aspects of the Basing-point System: 
Comment. Virgil Salera, American 
Economic Review, December, 1943: 


This is another chapter in the argument 
started by articles in the December 1942 issue 
of the American Economic Review by Arthur 
Smithies and V. A. Mund on the subject of 
basing-point systems of prices. Salera con- 
tends that Smithies is just as arbitrary and 
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unrealistic in his discussion as is the Federal 
Trade Commission in its contentions. Salera 
seems to have read more into Smithies’ ar- 
gument than was intended and one can but 
wonder whether or not he has read J. M. 
Clark’s discussion in the July 1943 issue of 
the same Fournal. 


21.3 The history of prices in primary markets 
from the outbreak of war in August, 1939, to 
Pearl Harbor is reviewed in “Wartime 
Prices, Part I, August 1939 to Pearl Harbor,” 
just published by the Bureau of Labor Sta- 
tistics. It presents an introductory review of 
prive movements during this period, fol- 
lowed by a systematic and detailed analysis 
of prices for individual commodities and 
commodity groups. Part II, bringing the his- 
tory up to date, is now in preparation. 

A review of prices and living costs in the 
first quarter of 1944 is scheduled to appear 
in the June issue of the Monthly Labor Re- 
view. This was released to the press on April 
12. It indicates that during the first quarter 
of 1944 the general level of prices and living 
costs was quite stable, except for certain 
important increases for industrial commodi- 
ties in primary markets. Quotations for 
wood pulp, lumber, and coal and coke were 
up substantially. 


22. GENERAL MARKET STATISTICS 


22.1 Variations in Expenditures Where 
Families of Wage Earners and Cleri- 
cal Workers are Classified by Eco- 
nomic Level. Roy C. Cave, Fournal 
of the American Statistical Associa- 
tion, December, 1943. 


This is another study of expenditure data 
as gathered in the Bureau of Labor Statistics 
large project for the years 1935-1936. In it 
the families are classified according to their 
total expenditures per adult equivalent in 
the family. That is, the size of the family is 
taken into consideration in determining the 
relative amount of income available for con- 
sumption purposes. 

It is found that expenditures for food, 
housing, and clothing increase with available 
income per person at approximately the same 
rate and quite regularly. Expenditures for 


fuel, light and refrigeration, on the other 
hand, behave quite differently. The method 
of analysis is applied also to specific items 
within each group such as clothing expendi- 
tures. In this analysis it is found that the ex- 
penditure on wool suits increases much more 
rapidly, for example, than the expenditure 
on neckties as the total of clothing expendi- 
tures per person increases. These are, of 
course, but illustrative of the many items 
that are studied. 

The main purpose of the article appears to 
be to establish the value of using total ex- 
penditure per person as the criteria for 
classifying families in connection with con- 
sumption studies. 


22.2 Workers Define the American Stand- 
ard of Living. Robert W. Palmer, 
Printers’ Ink, March 10, 17, 24, and 
31, 1944- 

These four articles present the results of a 
study made by Printer’s Ink among 1,016 
families in the laboring groups of eight in- 
dustrial cities scattered throughout the na- 
tion. The first three articles deal specifically 
with the levels of living of these families by 
geographical section for several categories 
namely, food, shelter and clothing, and 
health, recreation and education. These data 
are tabularly presented in considerable de- 
tail. The fourth article presents data on the 
extent to which these families think they 
have reached what they believe to be The 
American Standard of Living. It is « f con- 
siderable importance to people in the Mar- 
keting-Consumption-Economic field that 77 
of the families interviewed said that they 
consider that they are living up to an Ameri- 
can Standard of Living whereas but 230 be- 
lieved they are not living up to such a stand- 
ard. These results would be more useful if 
we knew what the 1,016 respondents had in 
mind as ‘““The American Standard of Living.” 


22.3 How Consumers Spend Their Income. 
A. Edwin Fein, Advertising & Selling, 
January, 1944. 

This article is devoted to a presentation 
and brief comparison of the study on “‘Con- 
sumer Incomes and Expenditures in the 
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United States” concerning the years 1935- 
1936 made by the National Resources Com- 
mittee and more recent data (1941-1942) 
released by the Division of Research, Con- 
sumer Income and Demand Branch, Office 
of Price Administration. A table for the con- 
venient comparison of 1935-1936 and 1942 
consumption expenditures, broken down into 
14 categories, is especially useful, although 
some care must be exercised in using the 
1942 figures since they cover only the first 
three months of the year. 


22.4 Macfadden Publications, (205 East 
42nd Street, New York 17, New York) Mar- 
keting Memos for April 3, 1944, included es- 
timates of distribution of families by Income 
Groups as of January 1, 1944, together with 
data for preceding years. This is the ninth 
annual set of these helpful data prepared by 
the Research Department of Macfadden 
Publications. 


22.5 Spendable Earnings. An analysis of 
earnings of factory workers appeared in the 
March issue of the Monthly Labor Review. 
This article presents a comparison between 


the increase in the cost of living and the 
increase in net spendable earnings after de- 
ductions for bonds and income and social 
security taxes. 


25. WAR—GENERAL 


25.1 Large vs. Small Business After the 
War. Dr. T. N. Beckman, American 
Economic Review, March, 1944. 


After pointing out that no exact definition 
of small business can be made and that the 
growth of big business came about largely 
through the rise of corporations, Dr. Beck- 
man takes up, in order: Principal Causes of 
Bigness; Limitations of Small Enterprise; 
Economic Contributions of Small Business; 
Business Size and Efficiency; Social and Po- 
litical Values of Small Business; and Small 
Business Must Be Preserved. 

Among the principal causes of bigness are 
the corporate form of organization, techno- 
logical improvements, legal sanction, leader- 
ship, institutionalization of savings, and 
prestige. 


Also discussed are the four limitations to 
small business enterprise, namely: personal 
limitation brought about by lack of continu- 
ity of management; limited financial re- 
sources; limitation on functional specializa- 
tion; and tendency of business cycles to wipe 
out small businesses in periods of depression. 

Among the economic contributions of 
small firms, particular attention is given to 
the preservation of competitive capitalism 
and its essentiality to the maintenance of big 
business. In discussing business size and ef- 
ficiency, Dr. Beckman distinguishes between 
technical or engineering efficiency having to 
do with the ratio between input and output, 
business or cost accounting efficiency as de- 
termined by the amount of net gain, and 
economic efficiency resulting from achieving 
the highest level of consumption compatible 
with social goals. 

Socially and politically the value of small 
business rests primarily on its preservation 
of the tradition of the American system of 
competitive capitalism, freedom of enter- 
prise, and insuring “ownership with responsi- 
bility.” It is concluded that it would appear 
to be a sound public policy to preserve small 
business enterprise and to strengthen it in 
several directions. What is sorely needed is 
action to remove the principal institutional 
and artificial pressures which unfairly bur- 
den small business and discriminate against 
it. For this purpose, the author states, social 
rationality and action are needed in several 
directions, as suggested in the following out- 
line. 

1. Establishment and maintenance of a 

reasonable and fair level of competition. 

. A declaration of social objectives and 
purposes in order to clarify our attitude 
toward the economic structure that is 
desired. 

. Education to dispel the ignorance con- 
cerning small business from which 
stems much of the unfair discrimina- 
tion. 

. Research for the benefit of small busi- 
ness, similar to what has been done by 
the government for agriculture. 

. Protection of small business interests 
against abuse, not only from large com- 
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petitors but from government itself. 

6. Alleviation of the capital and credit 
stringency facing small enterprise by 
providing the necessary sources of risk 
capital and long-term credit. 


25.2 In an analysis entitled Highlights of 
Population Shifts, prepared for marketing 
executives from a report of the Bureau of the 
Census, the Office of Distribution of the War 
Food Administration points out that if dis- 
tribution is still being made on the basis of 
1940 population statistics, hardship is re- 
sulting for persons who reside in newly con- 
gested areas. On the other hand, more than a 
generous supply of foodstuffs is being pro- 
vided for persons who live in deficit areas 
where markets are still good because of in- 
creased income. 

The shift in U. S. population has been tre- 
mendous since 1940. Mass migration to war 
production centers has taken place and the 
civilian population of the country has de- 
clined by about 4,000,000 or 3 per cent, 
largely as a result of the growth of the mili- 
tary forces. The movement has been gen- 
erally from the interior toward the seaboard 
—the East, West, and Gulf Coast States. 

This flux has cost New York State alone 
more than a million customers and gained 
for California an equal number. Rural coun- 
ties, almost without exception, have lost 
some of their populations to war-busy cities. 

Oftentimes newcomers are crowded into a 
section of an area, as on the outskirts where 
retail stores are few or which suppliers find it 
difficult to serve for lack of trucks and tires. 
The sharpest contrasts are shown by metro- 
politan counties. 

The indicated conclusion is that the pur- 
pose of rationing—to guarantee equitable di- 
vision of food—can only be accomplished if 
suppliers themselves apportion food accord- 
ing to population. 


25.3 Business Looks to the Future is a survey 
of the postwar planning of 350 top industrial 
firms made by the Research Department of 
The Curtis Publishing Company. Companies 
questioned were primarily durable goods 
manufacturers, for whom war-wrought 
changes have been greatest. This report dis- 


cusses wartime dislocations, postwar plan- 
ning activities, manufacture of new products, 
reconversion time, and new methods of dis- 
tribution. Although individual company 
anonymity is preserved throughout, many of 
the charts and tables are broken down by 
various industry groups for a clearer picture 
of the relative positions of industries in re- 
gard to these problems. 


25.4 Industry Plans for V-Day is a report of 
the postwar projects of a number of indus- 
tries selected by the Research Department 
of The Curtis Publishing Company from 
speeches, articles and advertisements which 
have appeared in a wide variety of maga- 
zines, newspapers and trade papers. Con- 
servative warnings against overoptimism 
have been quoted, as well as descriptions 
that fire the imagination with the real possi- 
bilities to come. The plans reported are in 
many fields including housing, transporta- 
tion, food, and clothing; and range from such 
small things as lamp bulbs to giant cargo 
planes. 


2.55 The Fourth Quarterly Report of 1943 
made by the various Regional Offices of the 
United States Department of Commerce 
covers postwar planning in their respective 
territories. Taken as a group they afford an 
excellent birds-eye perspective of planning 
activities throughout the country. The re- 
ports are published by the United States De- 
partment of Commerce Field Service. 


25.6 Estimates of the war and postwar mar- 
riage and birth trends in the United States 
have been made in two recent reports en- 
titled War and Postwar Marriages in the 
United Staies and War and Postwar Birth 
Rates in the United States issued by the Re- 
search Department of The Curtis Publishing 
Company. Although it is realized that future 
events may greatly affect these figures, it was 
felt that concrete estimates based on several 
broad assumptions would provide informa- 
tion helpful to those planning for the postwar 
market. In each case the trends have been 
studied from World War I to the present 
day, and projected through 1949. 


25.7 By the time this issue of THE JOURNAL 
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appears a study of 10,000 war workers in 
Seattle and their plans for the post-war period 
will have been completed as a cooperative 
research project by the University of Wash- 
ington and the Seattle Chamber of Com- 
merce. It is anticipated that other pertinent 
studies will be undertaken on a cooperative 
basis. 


25.8 Surveys designed to estimate the back- 
log demand among war workers for new war 
housing have been conducted by the Bureau 
of Labor Statistics for the National Housing 
Agency in 13 war production areas (Akron, 
Baltimore, Chester, Denver, Harrisburg, 
Lancaster, Macon, Milwaukee, Mobile, New 
Orleans, Omaha, San Antonio, and San 
Diego). Among the subjects for which data 
were obtained are eligibility for war housing, 
degree of satisfaction with present housing, 
occupancy of homes that do not meet the 
N.H.A. minimum wartime standards, in- 
migration and number of war workers per 
family. Data on family earnings were ob- 
tained in nine of the areas. Mimeographed 
reports on these surveys may be obtained 
upon request from the Bureau of Labor Sta- 
tistics. 


25.9 The Monthly Labor Review for May, 
1944, presents a Bureau of Labor Statistics 
analysis of the postwar capacity and charac- 
teristics of the construction industry. The con- 
clusion reached is that after a year of peace 
the construction industry would probably be 
capable of an operating rate of $11 billion 
annually, if effective demand were sufficient. 
Principal difficulty to be overcome is res- 
toration of war-depleted inventories. 

A forecast of the effective demand for post- 
war construction, with discussion of the fac- 
tors by which it will be governed, is now in 
preparation. Also in preparation is a study 
of on-site and off-site labor requirements in 
prefabricated and conventional housing con- 
struction. 


25.10 Memorandum on Postwar Planning in 
Minnesota. Roland S. Vaile and 
Richard L. Kozelka, Education, 
February, 1944. 


This is a brief discussion of work being 


undertaken by the University of Minnesota 
in cooperation with the Committee for Eco- 
nomic Development, the United States 
Chamber of Commerce, and local communi- 
ties concerning the impact of the war on 
various phases of community life and prob- 
lems posed by the wartime changes. 

Both the Albert Lea and the Red Wing 
Community Surveys are described briefly. 
The former is discussed more fully in a bulle- 
tin published both by the United States 
Chamber of Commerce and the C.E.D. The 
latter is more fully treated in a bulletin soon 
to be issued by the University of Minnesota 
Press. 


25.11 American Postwar Potentials. Randall 
S. Williams, Survey Graphic, March, 
1944. 

This thought-provoking article by an econ- 
omist in the W.P.B. stresses a point that is 
too often neglected in present-day articles on 
postwar planning. There is grave danger, the 
author maintains, that reconversion and the 
effort to keep high-level employment will be 
pushed too hard with the result that the con- 
struction, heavy machinery and equipment 
industries will overexpand for a time, only 
to close down abruptly as they did in 1929- 
1930, thus ending a period of false or at 
best temporary prosperity. The author sug- 
gests the use of several devices to prevent 
such a calamitous occurrence, including 
strong restraints on instalment selling (50% 
downpayment on automobiles and the bal- 
ance in 6 months, for example), sales taxes 
on Juxury goods, continued governmental 
control of the use of construction materials, 
and careful planning of all governmental ex- 
penditures so that they may be truly a 
cushion against depression rather than a 
cause of inflation. This is in a sense a com- 
panion article to that by Koopman in the 
December 1943 American Economic Review. 


(See 25.15) 


25.12 Postwar Markets Are Analyzed by 
Hauser. Broadcasting, January 10, 

1944. 
This article presents not only Dr. Hauser’s 
classification of 137 metropolitan counties 
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showing prospects for postwar population 
but it also carries the author’s suggestions to 
students of marketing. He states a warning 
well known to those in the marketing field 
that “changes in marketing practices which 
are affected as a result of shifts in population 
should be made first, with some attention to 
the postwar prospects of rapidly changing 
areas, and second, with the realization that 
geographic population shifts are not the 
only, or even the dominant, consideration in 
the evaluation of a market.” 

In addition to pointing out the extent to 
which wartime shifts of population have or 
have not followed a prewar trend, Dr. 
Hauser suggests that it seems safe to predict 
a continuing decline in the growth of popula- 
tion for the nation; therefore, it would be well 
from a marketing standpoint “‘to use rela- 
tively stable or declining areas as laboratories 
for more intensive marketing practices.” 


25.13 Postwar Aviation Markets. Parks Air 
College, Inc., East St. Louis, Illi- 
nois, 1944, 16 pp. 

This is a study made for Parks Air College 
by Edward G. Doody & Co., of St. Louis. A 
total of 1,150 interviews were made in nine 
cities among business and professional per- 
sons earning from $100 to $150 per week. 
Among those interviewed 43.5% were plan- 
ning to buy an airplane or helicopter when 
the war is over. However, before buying 
45.3% of those interviewed had to be con- 
vinced on some point or another. Leading the 
list of “contingencies” was “if the price is 
right” which included 42.7% of the inter- 
viewees. It was the general belief that a two 
passenger helicopter should be priced at ap- 
proximately $1,500 and a four-passenger 
model should sell for $2,000. Second in rank 
of contingencies was “‘if the aircraft is prac- 
tical.” Other “‘ifs” in order of importance: 
the safety of the aircraft, ability to learn to 
fly, plentiful landing fields and storage space. 

Many respondents expressed the idea that 
there must be general public acceptance of 
the helicopter or airplane; in other words, 
“T'll buy one if the Jones’ buy one.’ 

The chief reason for not buying a personal 
aircraft was indifference. Fear is second with 


6% of those interviewed believing that such 
aircraft will not be safe and 18% frankly 
admitting that they are afraid to fly. 

More than one-half of the possible postwar 
buyers uncovered by this survey, want heli- 
copters, but 19.9% want an airplane, and 
27.7% feel that they haven’t enough infor- 
mation to decide now on what they do want. 
Ease in learning to operate was expressed 
as the most important characteristic of the 
postwar plane by 45.5% of the inter- 
viewees. Most of them wanted a four pas- 
senger cabin, a cruising speed of not less than 
120 miles per hour, fuel capacity for 5 hours, 
7 gallons per hour maximum consumption, 
landing speed not to exceed 35 miles per 
hour, and a two-way radio system. 

Forty per cent of those interviewed, and 
who want to buy, believe the postwar air- 
plane or helicopter will be on the market 
within one year after the war, 23% in two 
years, 17% in six months, and 20% made no 
estimate. About one-fourth of the prospec- 
tive buyers plan to buy immediately after 
the war. 


25.14 Postwar Building Market, American 
Builder, Chicago, 48 pp., 1944. 


This is a study, based on a direct-mail 
survey, of what 3,156 lumber and building 
material yards want to buy as soon as such 
materials become available. Stocks of lumber 
and lumber products appear to constitute 
the most acute building material shortage 
today. This report points out that postwar 
recovery could be set in motion immediately 
by permitting small building or repair jobs 
in non-defense areas where labor and non- 
critical materials are available. 

The study was conducted by Lyman 
Forbes who considers advertising essential 
to help develop the potential building 
market. But he denounces some copywriters 
for creating “‘pencil dreams’—advertise- 
ments which describe the postwar home as a 
little $1,500 package garnished with $5,000 
worth of miracle conveniences. Actually, he 
claims that advertising which leads the pub- 
lic to expect radical changes will retard ex- 
pansion, by encouraging people to delay 
building until the wonders hit the market. 
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He foresees gradual improvements, but 
warns that the building industry will have 
to resume where it left off before hostilities. 

From a sales standpoint the survey indi- 
cates that ‘manufacturers will have a huge 
postwar market just to restock dealers” be- 
fore they can begin to supply materials for 
the estimated 5,500,000 new houses and 
6,250,000 home repair and remodeling jobs. 
It is predicted that the industry will turn 
out between 300,000 and 400,000 new dwell- 
ing units of all types in the first postwar 
year, that this rate will leap to a million an- 
nually in the following five years. 


25.15 Durable Consumers’ Goods and Pre- 
vention of Post-war Inflation. Tjal- 
ling Koopman. American Economic 
Review, December, 1943. 


This brief article suggests that after the 
war a modified form of rationing of con- 
sumers’ durables should be used to curb both 
too great a price rise and too great an expan- 
sion of production capacity. Two instru- 
ments of control are proposed. First, certifi- 


cates of necessity should be issued in some- 
what the same manner as at present in cases 
of specific goods rationing. Second, certifi- 
cates equalling the total desired production 
above that taken on the certificates of neces- 
sity should be issued thus limiting the total 
demand to the amount deemed wise to have 
produced in a given period. These certificates 
might be traded in the open market, so that 
not everyone would need to purchase a like 
amount of the commodity. The certificates 
would be bought from the government at 
whatever prices people were willing to pay; 
thus they would become a self-determined 
sales tax. The actual price of the commodity 
would be fixed by government. In sum, then, 
this scheme would provide first for real need, 
as determined by some government board 
for individual cases; then it would let pur- 
chasing power distribute the remainder of 
the supply, but everything above the gov- 
ernment-set price would go to the govern- 
ment for the certificate rather than to the 
producer or dealer. An ingenious scheme that 
merits study, but that involves many com- 
plications. (See 25.11) 


26. MISCELLANEOUS 


26.1 What 12 Years of Consumer Education 
Activity Have Taught About the Con- 
sumer Movement. Printers’ Ink, 
February 4, 1944. 


This article is based on an interview with 
Burr Blackburn, Bernice Dodge and Sylvia 
Shiras—members of the Household Finance 
Corporation. This organization has for twelve 
years issued booklets, produced and ex- 
hibited educational films, planned programs 
for information centers, clubs and classes, 
published a monthly magazine and in many 
other ways attempted to “improve the eco- 
nomic welfare of the public.” The opinion 
of such a veteran as Household as to the 
wartime status of the consumer movement 
will be worth noting by the readers of the 
JOURNAL OF MARKETING. 

The conclusions of Mr. Blackburn, Miss 
Dodge and Mrs. Shiras are: 1. The con- 
sumer movement, far from being killed off by 
war conditions, is very much alive and flour- 
ishing. It has, however, changed its empha- 
sis. There has been a substitution of national 
for individual needs. “One of the major 
problems now confronting business is the 
question of how to tune in with this broader 
interest.” 2. Consumer opinion of advertising 
is improving. 3. Labeling is an issue of in- 
creasing importance, and compulsory grades 
may well win the day. They agree, however, 
that there is no evidence of any widespread 
consumer sentiment for grade labeling, but 
they maintain that there does exist a strong, 
if largely inarticulate, desire for more infor- 
mation about the hidden values of merchan- 
dise. 4. Advertisers’ educational material for 
schoolroom use has shown great improve- 
ment and is being well accepted. 


26.2 Grade Labeling of Canned Goods. 
Margaret Reid, Yournal of Home 
Economics, January, 1944. 


This article in the words of the author, 
“presents the high lights of the situation (the 
attempt by price stabilizers to relate control 
measures to quality), examines the present 
status of voluntary grade labeling, and offers 
some suggestions for action by those inter- 
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ested in adding to labels further information 
useful to consumers.” 

Dr. Reid points out that since January 
1943, when O.P.A. abandoned its practice of 
setting the ceiling prices of a given processor 
at his prices as of a certain date adjusted by 
a formula to allow for his increased costs and 
set up a policy of regional pricing whereby 
all products of a specified grade within a 
given region had the same ceiling price, 
there has been carried on a search for prac- 
tical ways of checking retail price advances 
and getting harmony between O.P.A. and 
industry. 

The author believes that opposition to 
grade labeling will not probably decrease 
after the war when price ceilings are no longer 
tied to it. She anticipates and approves the 
continued expansion of voluntary grade la- 
beling. She suggests and urges a program of 
vigorous consumer education to be initiated 
by the Home Economists working with vari- 
ous groups but to be finally extended and 
implemented by a national committee. 


26.3 A Basic Marketing Chart of the United 
States, 3rd Edition, 1944. A Edwin 


Fein, Research Company of America, 
New York. 


Carrying the sub-title “A Factual Postwar 
Blue-Print,” the latest edition of this handy, 
well-known Marketing Chart gives data vari- 
ously for the years 1940 to 1943, by states 
and regions, on a group of market factors 
some of which had not been included hereto- 
fore. Of these might be mentioned “Actual 
Income Payments,” “Sales of E, F and G 
War Bonds,” and “War Output Compared 
with Pre-War Industrial Volume.” 


26.4 Professional Education After The War: 
Training for Business. Russell A. 
Stevenson, Annals of the American 
Academy of Political and Social 
Science. 


The entire January issue of the Annals is 
devoted to the general topic of higher educa- 
tion and the war. Many of the articles in it 
are thought provoking and should be of in- 
terest to teachers of marketing as well as in 
some degree to people in business. 


Dean Stevenson’s article discusses the 
main functions of training for business at the 
collegiate level as well as the probable re- 
sponsibility of the collegiate schools of busi- 
ness immediately after the war. The problem 
of the school of business in the postwar 
period, according to the author, will be to 
develop a program to meet the needs of 
business for technical specialists without be- 
coming too narrowly specialized. It is 
pointed out that the range of activities cov- 
ered by the term “business” is greater than 
in any other field of professional training and 
that to us the task is no easy one. 

This discussion opens the way, perhaps, 
for a more detailed consideration of postwar 
teaching of marketing which is a subject that 
might well be demanding the attention of 
many of our teaching members at present. 


26.5 The Economics of Small Business En- 
terprise is the title of a dissertation by Paul L. 
Brown, who received his doctorate from Ohio 
State University in March. It is anticipated 
that the work will be published in the near 
future. 


26.6 Chamber of Commerce of the United 
States. The following three bulletins in the 
series on Postwar Readjustments prepared by 
Emerson P. Schmidt for the Committee on 
Economic Policy have been published (the 
first five were announced in the October 
1943 issue of THE JOURNAL): 
6. The Problem of Business Incentives 
7. Small Business—Its Place and Prob- 
lems 
8. Deficit Spending and Private Enter- 
prise 
Other helpful bulletins recently issued by 
the Chamber of Commerce are: 
Renewal of Price Control Legislation (Do- 
mestic Distribution Department) 
Education and Training for Demobilized 
Service Personnel (Committee on Edu- 
cation) 
Employment of Men and Women Dis- 
charged from Military Service (Depart- 
ment of Manufacture) 


26.7 For about a year the Bureau of Labor 
Statistics has been conducting a study of the 
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effects of extended working hours which con- 
cerns itself with the effects which long work- 
ing hours have on efficiency, absenteeism, 
output and related factors. To date about 10 
plants have been surveyed and material on 
the first six case studies will soon be released. 
It is likely that additional studies will be re- 
leased before the end of the year. 


26.8 The Bureau of Labor Statistics has 
published an article entitled State Distribu- 
tion of Federal Employees in October 1943 in 
the Monthly Labor Review for April, 1944. 
The article shows that over a fourth of the 
employees were in New York, California, and 


Pennsylvania, and almost a fifth were in 

Texas, Massachusetts, Illinois, Ohio, and 

Virginia. 

26.9 What’s Ahead? National Association of 
Manufacturers. (Issued by the Na- 
tional Industrial Information Com- 


mittee, 14 West 49th St., New York 
20, N. Y.) 


This is a supplement to the Bibliography 
of Economic and Social Study Material is- 
sued by the same association last September, 
and lists 21 publications of the Association, 
three-fourths of which deal more or less with 
postwar plans. 








Book Reviews 
CLYDE WILLIAM PHELPS, Editor 
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by Alpheus Marshall 
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Tue Price Controt AND SuBsiDY PRoGRAM 
In Canapa, by Jules Backman. Washing- 
ton: The Brookings Institution, 1943. Pp. 
68. $.50. 

After more than three and a half years of 
war the total increase in the cost of living in 
Canada has been only 17 per cent as com- 
pared with 28 per cent in Great Britain and 
26 per cent in the United States. This is a 
remarkable achievement in view of the fact 
that about half of the national output is de- 
voted to war activities. In this volume the 
methods by which this effective control was 
brought about are analyzed in detail. The 
numerous references to Canadian govern- 
ment reports as well as to other sources make 
this a valuable study not only for the busi- 
ness man who wants to know the effects of 
the various regulations but for the student of 
methods as well. 

Since the general price ceiling instituted in 
the fall of 1941 represented a drastic regula- 
tion of the prices of goods and services, rents, 
and wages, the first part of the volume is de- 
voted to a statement of the conditions in 
agriculture, labor and war finance that made 
it necessary. As in the United States, selec- 
tive price control was first tried and found 
wanting when the full pressure of war pro- 
duction reached the national economy. When 


by Hubert E. Bice.......... 


over-all control was finally established, 
major emphasis was placed upon holding re- 
tail prices at the levels prevailing in the fall 
of 1941. Since wages were tied to the cost of 
living index through a bonus system de- 


signed to compensate for an increase in living 
costs, the holding of the retail price line be- 
came doubly necessary. In order to prevent 
penetration of the price ceiling various meth- 
ods were used: (1) reduction of costs, par- 
ticularly tariff duties, and the adoption of 
economies such as simplification and stand- 
ardization, (2) the “sharing of the squeeze” 
between manufacturers and distributors, and 
(3) the payment of subsidies. 

In this connection the Canadian subsidy 
policy receives extended attention, and 
rightly so, in view of the numerous criticisms 
to which subsidy programs have been sub- 
ject. Government subsidies in Canada have 
been used to supplement rather than sup- 
plant other controls, and have applied 
chiefly to not more than a dozen products or 
groups of products largely affecting the cost 
of living. The conditions determining sub- 
sidy payments are exacting, and through 
March 31, 1943, the total of such payments 
represented only about 13 per cent of the 
3.8 billion dollars spent by the Canadian 
government on the war effort in the fiscal 
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year 1942-43. On the other hand, there has 
been less recourse to rationing in Canada 
than in the United States, since the problem 
of excess purchasing power has not been so 
great. 

Thus the price control measures applied in 
Canada differ in important respects from 
practices in the United States. There is no 
reason, however, to assume that a policy 
which has been successfully applied in one 
country might be usefully adopted in an- 
other, since, as the author indicates, there are 
basic differences between the two countries. 
In spite of these facts, this well documented 
and useful volume might have been even 
more interesting to the general reader if more 
frequent reference had been made to the dif- 
ferences in price control policy in the two 
countries in their efforts to fight inflation. 


C. W. Hasex 
Pennsylvania State College 


Wartime Facts anp Postwar PROBLEMS, 
edited by Evans Clark. New York: Twen- 
tieth Century Fund, 1943. Pp. viii, 136. 
$.50, paper. 


The purpose of this study and discussion 
manual is “‘to tell the average citizen what 
has happened to our economy in war and 
what the chief issues are likely to be.” 

The introduction indicates the point of 
view of the authors and the bases of selection 
and presentation of facts and problems: “To 
have a clear picture, on the one hand, of our 
needs and, on the other, of the resources 
available to meet them, is to set our sights on 
the main objective ahead: the utmost possi- 
ble use of our resources to meet the needs of 
the postwar world.” 

The manual contains eleven sections deal- 
ing with international relations, industry and 
business, transportation, finance, agricul- 
ture, labor, public works and urban redevel- 
opment, housing, health, education, and 
economic security. These sections contain 
the background facts out of which postwar 
problems will grow, and summarize what the 
major postwar problems are likely to be. 

The volume has no index. But each section 


is divided into subsections, so that the vari- 
ous topics can be easily found. Following 
each section are questions to aid the reader 
to further study. At the end of the volume 
are reading references conveniently keyed to 
each subject in the text. Listed are also con- 
tinuous sources of information, bibliogra- 
phies of postwar problems, and directories of 
organizations in the field of postwar recon- 
struction and planning. 

Teachers and research workers in the vari- 
ous fields of economics including marketing 
can ill afford to miss this basic outline in the 
field of postwar reconstruction and planning. 


SEVER KLARAGARD 
St. Olaf College 


Cost BEHAVIOR AND Price Poticy, by The 
Committee on Price Determination. New 
York: National Bureau of Economic Re- 
search, 1943. Pp. xix, 356. $3.00. 


This study cannot be judged as a defini- 
tive work; it is intended to be exploratory in 
a field in which much investigation has yet 
to be done. The realism introduced into eco- 
nomic analysis by the theories of monop- 
olistic competition has brought into sharp 
focus the fact that economists, in general, 
are ill-equipped to deal with many of the in- 
tricacies of cost-price relationships. Cate- 
gories and terminology still lack exactness 
much as they did under Marshall, a lack 
which, if continued, renders economic theory 
chaotic, and which, if supplied, may even 
have the same result. 

Approximately two-thirds of the study is 
given over to analyses of cost behavior; here 
much is presented for the broad-thinking 
accountant or executive to contemplate, 
although it is directed more towards the 
economist. Business costs as demonstrated 
by financial statements are shown to be in- 
adequate not only for the theorist, but also 
at times for purposes of sound executive 
judgment. Careful consideration of this por- 
tion should produce a humble spirit in any- 
one pretending to understand cost behavior; 
to the inquiring mind vast stretches of fields 
for research are opened. 
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The remaining portion of the study is de- 
voted to price policy except for appendices 
on various empirical aspects of costs. The 
phenomenon of price is recognized to have 
many more facets than the mere exchange of 
money for “‘value-given” implies; the nu- 
merous “dimensions” of price are analyzed, 
and suggestions given for further work of 
clarification along this line. Indeed, since 
costs are prices or their genera the entire 
study really concerns price dimensions. 

The study, difficult of reading because of 
its close analysis, is definitely intended for 
the studious mind whether economist or 
business man. There is much that is sugges- 
tive of a closer alliance between economist 
and accountant or executive. 


KENNETH D. HutcHINsoN 
Pennsylvania State College 


A Stupy or Retait Trape Areas In East 
CenTRAL Ixurnors, by P. D. Converse. 
Urbana, Illinois: University of Illinois, 
1943. Pp. 68. 


Progress in the field of Marketing has been 
characterized by the substitution of objec- 
tively determined facts as guideposts to ac- 
tion, for the rule-of-thumb bases which for- 
merly served this purpose. This has enabled 
those responsible for determining the mar- 
keting policies of business houses, both large 
and small, to base their decisions on data 
which have been evolved through processes 
which have some semblance of scientific ac- 
curacy. The development of these methods, 
like most scientific progress, has been slow, 
consisting mainly of a large number of in- 
dividual studies, each one of which covers 
some small area of marketing activity where- 
in the truth of falsity of some current theory 
or practice is demonstrated. 

The work under review is one of these 
studies. It is concerned with the checking of 
the accuracy of Reilly’s law of retail gravi- 
tation as applied to the trading area center- 
ing around Champaign-Urbana, Illinois, and 
“to determine whether consumers in inter- 
mediate towns change their shopping habits 
when the relative populations of competing 


trading centers change, or when the highway 
distances from their homes to one of the com- 
peting trading centers change.”’ A secondary 
purpose of the study was to investigate the 
relationship between trade movement and 
newspaper readership and circulation. The 
procedures followed and the results achieved 
are presented in considerable detail and ap- 
pear to indicate that the study was con- 
ducted under reasonably scientific auspices. 
These results show that, for this territory, 
Reilly’s law works with a relatively high de- 
gree of accuracy. It also indicates that con- 
sumers change their places of shopping ac- 
cording to the population and distance 
changes mentioned above, but only over 
periods of several years. 


For the marketing executive located 


within the area studied, this work should 
have considerable immediate value, as it de- 
lineates, in detail, the shopping habits of a 
representative sample of the consumers liv- 
ing therein. For those situated elsewhere, a 
pattern procedure is indicated should similar 
researches seem desirable, and the validity of 


a general theory is attested to, insofar as it 
applies to a given territory and, by implica- 
tion, to any trading area. Marketing teachers 
and research technicians will find this a stim- 
ulating treatise on a project to which they 
may wish to apply themselves, either as a 
class exercise or as a means of further de- 
termining the characteristics of the areas in 
which they find themselves. 

The only criticism which occurs to this re- 
viewer is that the technical value of this 
study would possibly be enhanced if a copy 
of the questionnaire had been included for 
the guidance of anyone planning a similar 
project. Its presence would also add another 
evidence by which the scientific nature of the 
work could be demonstrated. 


H. A. BAKER 
Miami University 


Tue Great AMERICAN CusToMER, by Carl 
Crow. New York: Harper & Brothers, 
1943. Pp. xii, 252. $3.00. 


While most students of marketing are 





78 


a oe 


THE JOURNAL OF MARKETING 





familiar with this country’s history of inven- 
tion leading to mass production, they will 
gain from this book new insight into the role 
‘played by free enterprise in America’s In- 
dustrial Revolution. Within a generation or 
two, a nation of farmers and fishermen be- 
came the world’s greatest masters of machin- 
ery, and the story which has often been told 
baldly needs this retelling in terms of human 
enterprise. 

The popular heroes of the early years of 
our independence have been the politicians, 
the soldiers, and the ministers, but as Carl 
Crow indicates, the real builders of America 
were such men as Whitney, Terry, and Re- 
vere. These, in their drive to make fortunes, 
catered to the demands of the masses as no 
predecessors had ever done. 

The rest of the world’s business men had 
been guided by two principles: (1) to buy 
cheap and sell dear, and (2) to cater to the 
wealthy class. But the American entrepre- 
neur catered to the everyday needs of poor 
people (there were virtually no rich to sell to) 
and sought profits through expanding vol- 
ume at increasingly lowered prices. Thus, 
ours is a history of pins and nails, agricul- 
tural and household tools, and functional 
clocks rather than of jeweled goblets and 
ornate furniture and clothes. 

The author avoids the common mistake of 
attributing the low prices of our machine 
economy entirely to mass production. He 
shows clearly that the costs of selling have 
been greatly reduced. The standardization of 
merchandise with interchangeable parts, the 
advertising which followed, and the one- 
price policy of leading retail stores made it 
possible for customers to buy quickly and 
with assurance. One may read between the 
lines the thought that further economies in 
distribution costs await further develop- 
ment of brands, labels, packaging, open dis- 
plays and perhaps self-service methods that 
will further speed up the selling process. 

The title of the book is somewhat mislead- 
ing, since the only customers it describes are 
those of the transition period—that bought 
largely through barter. Nor is the book a 
complete account of the beginnings of Ameri- 


can industry. The first industries of the In- 
dustrial Revolution, such as textiles, are 
made to live again, but there is nothing to be 
found about the origins of the automobile 
and radio industries, for example, except in 
a chronology at the end. 

The person who extolls the beauties of the 
home spun days and who magnifies the short- 
comings of the present will find nothing to 
feed on in this book. The colonists and citi- 
zens of our new republic were a poorly fed 
and poorly equipped lot, with a sorry degree 
of technical skill, eking out an existence by 
the crudest of methods. Our free enterprise 
system made it possible for the children of 
those humble farmers to lead the world in 
technological development. This system and 
the men it nurtured have done more for the 
common man than all the ideology of the 
politicians and of the class protagonists. Who 
is to say that this system has outlived its 
usefulness—especially when the masses of 
the world are looking to us for the same sort 
of leadership that our business men have 
been able to provide our own people for 150 
years? 

Joun W. WinGate 
New York University 


Some Factors IN THE DEVELOPMENT OF 
Market Stanparps, by Edward Eugene 
Gallahue. Washington: The Catholic Uni- 
versity of America Press, 1942. Pp. xiii, 
209. 


Doctor Gallahue has given a very inter- 
esting history of “‘six centuries of market 
standards development and some aspects of 
the relationship of market standards to price 
theory” (preface p. viii), in this his doctoral 
dissertation, completed while he was em- 
ployed by the Consumers’ Counsel Division, 


Agricultural Marketing Administration, 
United States Department of Agriculture. 
In a scholarly and well documented man- 
ner the study is developed under the follow- 
ing chapter headings: I. Standards and the 
Mediaeval Market; II. Markets and Stand- 
ards for Household Wares in Modern Times; 
III. Market Standards in the United States; 
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IV. Market Standards and Some Aspects of 
Price Theory; V. Conclusions. 

A very complete bibliography of 12 pages 
and a number of appendices of excerpts of 
proclamations, acts, established standards, 
and the like from the time of Henry I to the 
present day enhance the value of this volume 
as a reference work especially for the market- 
ing man, the consumption economist, and 
the price analyst. 


In the author’s words (p. 2), 


This study is limited to a review of records relating 
to the London market from mediaeval times to the end 
of the eighteenth century and, then, from the late col- 
onial period in America to the present time. From these 
records evidence, which is believed to be representative 
has been selected to indicate a wide variety ofproducts 
exchanged, regulations denoting identity and quality of 
products sold in the market place, and cases involving 
violations of market regulations which purportedly ex- 
tablished standards. 


No doubt Doctor Gallahue would agree 
with Plutarch, “So very difficult a matter it 
is to trace and find out the truth of anything 
by history.” However, it seems to the re- 
viewer that the author has rendered a very 
satisfactory account, integrating the past 
with the present, showing each stage of de- 
velopment from the early thirteenth century 
assize of bread down to our Federal Food 
Drug and Cosmetic Act in 1938. 

Such a study is justified because of its 
bearing on the current economic problems of 
consumer protection against unwholesome 
and adulturated products, frauds, deceit, and 
lack of adequate information, whether it be 
matters of quality, identity, or weights and 
measures. The author shows that standards 
have varied with changes in social philoso- 
phy and economic outlook but have through- 
out the period formed a fundamental and 
integral part of the institution of marketing. 
Governmental and individual comparisons 
of value are greatly facilitated by the com- 
mon language that standards provide. This 
is true whether we are examining the market 
of the mercantilist era or that of the present 
period of imperfect competition and product 
differentiation. 


The author’s chief contribution, so it 


seems to the reviewer, is found in the chapter 
on Market Standards and Some Aspects of 
Price Theory, where he shows the connec- 
tion between standards and price in the nu- 
merous stages of industrial and economic 
development. He has given meaning to such 
statements as, “Market standards offer a 
means of summing up variables which have 
an effect on price” (p. 139), and “Consumers 
have need for standards and grading, par- 
ticularly for designation of such on the label” 
(p. 150). The various stages of competition 
and their associated price problems also re- 
ceive some treatment. 


Oscar K. Dizmanc 
Whitworth College 


REGULATORY ADMINISTRATION, ed. by Gra- 
ham and Reining. New York: Wiley, 1943. 
Pp. 254. $2.75. 


This symposium deals with the develop- 
ment of certain governmental regulatory ac- 
tivities. It begins with an illuminating chap- 
ter by George A. Graham on regulatory 
administration and the factors necessary to 
make it effective and acceptable. Then fol- 
lows a comprehensive description and analy- 
sis of the administration of police and health 
departments, state labor laws, public utili- 
ties, and railroads. The concluding chapter 
is an analysis of where authority lies in regu- 
latory bodies. For this latter purpose, the 
experiences of one of the authors, in the 
administration of the National Industrial 
Recovery Act is drawn upon. 

Each chapter presents a historical review 
of the development of regulation for each of 
the fields studied. These reviews indicate 
that, although regulatory administration is 
comparatively new in these fields, we have 
advanced far in our efforts to regulate people 
for their own and others benefit. 

Such a study should be of interest to busi- 
ness men for a number of reasons: 


1. Business men are seriously affected by 
such regulation. As witness, just to mention 
a few items, there is the Federal regulation 
of the Public Utility industry by the Securi- 
ties Exchange Commission since 1935; state 
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and city regulation of the milk industry, and 
the almost complete control of the railroads 
by the Interstate Commerce Commission. 

2. “Because of the probability of con- 
tinued development” of regulation of busi- 
ness activities which wil] have further effects 
on business men and what they would like to 
do. 

3. “Intelligent and skillful regulation” 
ae enable society to deal better with the 
economic problems which will confront us in 
the future. 

4. In some areas of regulation, authority 
has yet to be defined. Here is an opportunity 
for business men to make a contribution that 
may turn some regulation into an assist to 
business men to carry on their activities 
more effectively and with sufficient remu- 
neration to reward them for their efforts. 

There was apparently an attempt at a 
balanced treatment of all regulatory admin- 
istration by showing it at work in fields af- 
fecting society in general through police and 
health work and of labor and business more 
specifically. Nevertheless, something more 
on business as, for example, a survey of the 
Federal Trade Commission and some of the 
regulatory administration dealing with the 
farmer would have rounded out the sym- 
posium, and to this reviewer would have 
made the book even more valuable. Perhaps 
the material is not available, but an objec- 
tive appraisal of the efficiency of the man- 
agement of public regulatory bodies could 
have a place in such a book and probably 
would have been welcomed by all its readers. 
An effort to measure the value of what is ac- 
complished as against the cost would have 
been doubly welcomed. For a quick survey 
of the fields covered, it is a much needed 


book. 
Louis BADER 


New York University 


Harvarp Co-operaTIVE Society Past AnD 
Present, by N. S. B. Gras. Cambridge: 
Harvard University Press, 1942. Pp. xi, 
191. $1.50. 

The purpose of this book is to trace the 
history of the Harvard Co-operative Society 


from its early inception on the Cambridge 
Campus in 1882 through the year 1942. In 
this undertaking the author has done a splen- 
did job. 

But the book is not merely the history of a 
college co-operative society. With his char- 
acteristic wit, Professor Gras says, “‘An 
historian is supposed to stick to the past. He 
is expected to have a lively feeling for what is 
dead. But to me history is a waste of time if 
not useful.” Living up to this self-imposed 
goal, the author has related the story of the 
co-operative to the evolutionary process of 
modern business. His aphorisms on manage- 
ment, accounting, and control suggest his 
thorough understanding of sound business 
procedure and add interest to his historic 
account. Finally, he shows the practical value 
of his study by presenting nine specific prob- 
lems which lie on the horizon, and which 
must be met by the Harvard Society and 
similar co-operatives. 

Since the Harvard Society opened its doors 
for business in 1882, its annual sales have in- 
creased from $13,600 to $1,639,325. Business 
is now carried on in a modern four-story 
brick building, and two branches and a large 
warehouse are maintained. All property is 
free of debt and the capital and surplus ac- 
count in 1942 stood at $722,041.96. Since 
the Society started paying a dividend to 
members in 1887, a total of $2,055,118.35 has 
been distributed, the annual dividend having 
risen from $1,493 in 1887 to $133,205.18 in 
1942. 

Although the Harvard Society has pros- 
pered and proved its worth, followers of the 
co-operative movement as ‘such, are able to 
derive little satisfaction from the record of 
the co-operative movement at Cambridge. 
Professor Gras states that few persons con- 
nected with the Harvard Society have been 
interested in co-operation. He says, “‘Indeed, 
the history of the Society since 1903 rather 
points to success in spite of, or because of the 
lack of sympathy with, the co-operative 
movement as generally propagated.” No em- 
phasis has been placed upon education in 
co-operation, and the Society has not worked 
with the National Committee on Student 
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Co-operatives, or the National Association 
of College Stores. Instead, the best traditions 
of private business, as taught in the Harvard 
School of Business, have been practiced. 

The result, according to the author, has 
been that especially since 1926, the gross 
margin of profit of the Society has been con- 
siderably lower than in the average depart- 
ment store of the same class, the percentage 
of total expense has been much lower, the 
rate of net profit has been higher, and the 
percentage of loss for bad debts has been 
lower than in other comparable stores. 

In addition to the chronological history of 
the Co-operative, organized into six chap- 
ters, Professor Gras presents a wealth of in- 
formation in the appendices. Complete lists 
of the officers, superintendents, and direc- 
tors are given. The constitution and by-laws 
of the Association, as well as the by-laws of 
the Corporation, as revised in 1903, are pre- 
sented. But of more general interest the 
reader finds table after table of statistical 
data taken from the records of the Society. 


Horace B. Brown, jr. 
University of Mississippi 


MarkKeETING THE Tuincs WE Use, by Paul 
R. Hanna and Edward A. Krug. New 
York: Scott, Foresman and Company, 
1943. Pp. 315. $1.60. 


The major purposes of this book are to 
help young people in the fifth, sixth, and 
seventh grades and the junior high schools 
to appreciate the intricacy of marketing or- 
ganization in modern society; to indicate 
how access to markets can be as important 
to profitable production as access to raw ma- 
terials; to show the significance of modern 
mechanical inventions in speeding the mar- 
keting process; to teach community and 
world interdependence in distribution; to 
show the importance of storage, transporta- 
tion, credit, and advertising as facilitating 
functions; and to help the juvenile mind un- 
derstand how the wholesaler and the retailer 
operate. 

The book is of significance to marketing 
men because its wide acceptance for inter- 


mediate school teaching promises a better 
informed public on distribution processes 
and ultimately a college student much less 
naive in his approach to the study of market- 
ing. The book has a place in the college 
library as a reference text for adults uniniti- 
ated in the minute details of the distribution 
process. 

Well illustrated, clear cut in its exposi- 
tions, and impartial in its appraisal of mar- 
keting methods, this book should find favor 
among those who have worried about the 
public school teaching of ideas subversive to 
business. 

Davin E. Favitie 
Stanford University 


WartTIME GOVERNMENT IN OPERATION, by 
W. H. Nicholls and John A. Vieg. Phila- 
delphia: The Blakiston Company, 1943. 
Pp. xili, 105. $1.50. 


The purpose of this book, according to its 
authors, is to describe and discuss wartime 
policy-making and administration in the two 
representative fields of manpower and food. 
The government in a war period must be re- 
sponsible for the proper utilization of the 
country’s productive power against the 
enemy. Although industrial and agricultural 
production has been phenomenal, it is 
pointed out that the constitutional doctrine 
of separation of powers between Congress 
and the Executive has revealed several war- 
time problems. 

According to the authors, “‘administration 
of government manpower and wage policy 
has suffered primarily from lack of coordina- 
tion, inadequate delegation of authority, and 
insufficient support of administrative de- 
cisions.”” On the other hand, several factors 
that have pzevented Congress from accom- 
plishing more in this field are “present Con- 
gressional attitudes toward labor, the in- 
adequacies of Congressional Committee ma- 
chinery in taking leadership in this field, and 
the President’s consistent attempts to keep 
labor policy in his own hands.” 

In discussing the defects of farm and food 
legislation, primary attention is directed to 
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the prevailing attitudes of most Congress- 
men from agricultural states, the predomi- 
nance of rural interests, and the strength of 
certain commodity interests. The Executive 
branch is criticized for poor administration, 
for a program that has been too uncoordi- 
nated and overlapping in authority. 

On wartime labor and farm policy the two 
branches are said to have pulled too often in 
opposite directions. The Executive has 
failed to assume responsibility for a definite 
legislative program while the Congress has 
refused to meet the Executive halfway. 

While the book is a critical evaluation of 
wartime government, with suggestions for 
more effectiveness, the authors find consider- 
able to praise. Hope for progress in a democ- 
racy such as ours, in their opinion, depends 
upon cooperation. 

The book raises several fundamental ques- 
tions which should evoke immediate consid- 
eration. For this reason, it is recommended 
reading for those interested in politics, gov- 
ernment, and political economy. 


ALpHEusS MARSHALL 
Atlanta, Georgia 


Tue Reciprocat TRADE AGREEMENTS Pro- 
GRAM: THE Po icy oF THE UNITED STATES 
AND Its ErrectiveNeEss, by James Con- 
stantine Pearson. Washington: The Cath- 
olic University of America Press, 1942. 
Pp. xili, 328. $2.00. 


Serious students of commercial policy will 
welcome this excellent contribution to the 
literature on that subject. Its double merit 
results, in part, from the orderly and dis- 
criminating manner in which it draws from 
a multitude of government documents, 
books, pamphlets, and special articles on the 
subject which have been accumulating since 
the initiation of our trade agreements pro- 
gram about ten years ago. Equally signifi- 
cant is the further fact that the author has 
avoided the temptation to isolate the trade 
agreements program and subject it and its 
effects on trade to detailed analysis. Instead, 
he has treated the program within a frame- 
work of international trade theory and policy. 


Chapter I is a résumé of the evolution of 
trade policy up to 1914. Chapter II deals 
most comprehensively with the development 
of trade policy since 1918 and provides a 
well-organized, carefully documented dis- 
cussion of tariffs, import quotas, exchange 
control, and other leading nationalistic de- 
vices which have been used for restricting 
international trade. Against this setting, 
Chapter III analyzes the two-fold objec- 
tives of the reciprocal trade agreements pro- 
gram: (a) the extension of foreign markets 
for the products of the United States and 
(b) the propagation of durable peace and 
world economic welfare. Chapter IV pre- 
sents in some detail the provisions of the 
Trade Agreements Act, the organizations 
engaged in the preparation of agreements, 
and the structural elements of those agree- 
ments. 

A final chapter, devoted to the effective- 
ness of the program, emphasizes the diffi- 
culty of setting up criteria for judging such a 
program, examines the various economic 
doctrines that support the criteria that have 
been held justifiable, and concludes that 
“from the standpoint of the Trade Agree- 
ments Act any trade policy resting upon the 
theory of self-containment is neither ap- 
propriate, nor effective, nor justified.” The 
reasoning and the illuminating statistical 
evidence which this chapter carries vouches 
quite fully for the author’s dedication of his 
book to our Secretary of State, Cordell Hull. 

In spite of its almost uncomprising stand 
against the protectionists, the book does ar- 
rive at definite convictions by methods which 
could by no means be labelled as partisan. It 
concludes that the United States can and 
should play a leading role in the economic 
reconstruction that will be necessary in order 
to heal the scars of war and restore the nor- 
mal flow of international trade. The trade 
agreements program constitutes a practic- 
able method for accomplishing such purposes 
and the American public owes it to itself to 
stand by the supporters of this program. 

While many students of international 
trade may not find it possible to generate as 
much enthusiasm for reciprocal trade agree- 
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ments as does the author of this book, they 
cannot fail to appreciate most heartily the 
masterful manner in which he has handled 
the controversial as well as the factual as- 
pects of this subject. 


Husert E. Bice 
Syracuse University 


Books RECEIVED 


Canada’s Financial System in War, by Benjamin H. 
Higgins. New York: National Bureau of Economic 
Research, 1944. Pp. 82. Paper, $.s50. 


A study of how Canada has mobilized its financial 
system for war against a background of wartime indus- 
trial and price controls. Canadian war financing meth- 
ods in the two World Wars are compared and lessons are 
drawn. It is stressed in the conclusions that “diverting 
money income from one channel to another through 
fiscal and monetary policy is startlingly difficult.” 


Financing Inventory on Field Warehouse Receipts, by N. 
H. Jacoby and R. J. Saulnier. New York: National 
Bureau of Economic Research, 1944. Pp. xv, 89. $1.50 
A study of the technique of obtaining working capital 

through loans secured by receipts covering goods de- 

posited in special warehouses established on the pre- 
mises of the borrowing concerns. This method originated 
around the turn of the present century and in 1941, the 
authors estimate, there were at least 5,000 field ware- 
houses in the United States with about $150 million of 
outstanding credit secured by field warehouse receipts. 

The volume treats the nature and development of 
field warehousing; installation and operation; character- 
istics of field warehouse operations; bank lending on the 
warehouse receipts; and credit standards and lending 
techniques. 


National Preduct War and Prewar, by Simon Kuznets. 
New York: National Bureau of Economic Research, 
1044. Pp. 54. Paper, $.50. 

The national product of the U. S., in constant prices, 
has expanded by approximately 50 per cent from 1939 
the first half of 1943. During the same time war out- 
put rose from only one or two per cent of American pro- 
duction to approximately 40 per cent. From 1941 to 
1943 the addition to war production was effected at the 
cost of a marked decrease in nonwar capital formation 
but only a minor decrease in the flow of finished goods 
and services to consumers. 


Present Savings and Postwar Markets, by Sumner H. 
Slichter. New York: McGraw-Hill, 1943. Pp. iv, 73. 
$1.00. 


An analysis of the postwar problem presented by the 
tremendous increase in holdings of cash, bank deposits, 
and government securities by individuals and businesses. 
It is pointed out that “Although the conversion of war- 


time savings into goods will make a high level of employ- 
ment abnormally easy to maintain for a few years,” 
there will be a difficult transition to meet in making the 
shift from a “catching-up” economy to a self-sustaining 
economy. 


Production of Industrial Materials in World Wars I and 
II, by Geoffrey H. Moore. New York: National 
Bureau of Economic Research, 1944. Pp. 81. Paper, 
$.50. 

The total output of industrial materials expanded by 
about 35 per cent from 1939 to 1942 as compared with 
about 32 per cent from 1914 to 1917 during World War 
I. Output in some lines behaved differently in the two 
wars; for example, construction materials increased 
from 1939 to 1942 but declined from 1914 to 1917. In 
both wars the rate of increase in total output of in- 
dustrial materials diminished sharply after two or three 
years of expansion. 


Railway Traffic Expansion and Use of Resources in World 
War II, by Thor Hultgren. New York: National 
Bureau of Economic Research, 1944. Pp. 31. Paper. 
$.35. 
Interesting data are presented on the job done by 

American railroads since 1938 in handling an unprece- 

dented growth of traffic without a proportionate in- 

crease in their use of economic resources. Comparisons 
with the World War I experience are made. 


Statistical Yearbook of the League of Nations, 1941-42, 
(Including Addendum 1942-43), by Economic In- 
telligence Service of the League. New York: Columbia 
University Press, 1943. Pp. 279 plus addendum of 79 
pages. Paper, $2.50; cloth, $3.50. 

This 16th edition of this excellent yearbook presents 
106 tables of 1942 and 1943 (first nine months) data on 
territory and population, employment and unemploy- 
ment, agricultural, mineral, and industrial production, 
international trade, currencies and banking, interest 
rates, prices and cost of living, and public finance for all 
the countries of the world. The tables contain statistics 
for previous years, for purposes of comparison. 


What The Figures Mean, by Stephen Gilman. New 

York: Ronald Press, 1944. Pp. ix, 127. $2.50. 

This little book is not for the teacher or marketing 
man who has had a college course in Statistics. But one 
who has not had such training and would like a very 
easy to understand explanation of elementary statisti- 
cal methods useful in marketing or other business fields 
will undoubtedly find Mr. Gilman's simple treatment of 
real practical value. 

The author avoids the use of mathematical formulae, 
which even in standard elementary non-mathematical 
textbooks on Statistics discourage the layman, holding 
that “the precision tools of mathematical statistics, 
even if they were fully comprehensible to the business 
men, are inappropriate in relation to the solution of 
business problems.” 
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Lend-Lease, Weapon for Victory, by Edward R. Stet- 
tinius, Jr. New York: The Macmillan Company, 
1944. Pp. xiv, 358. $3.00. 


Financing Equipment for Commercial and Industrial 
Enterprise, by Raymond J. Saulnier and Neil H. 
Jacoby. New York: National Bureau of Economic 
Research, 1944, pp. xiii, 95. $1.50. 


War and Postwar Adjustment Policies, by Bernard M. 
Baruch and John M. Hancock. Washington: American 
Council on Public Affairs, 1944. Pp. 131. $2.50. 


Food, by Frank A. Pearson and Don Paarlberg. New 
York: Alfred A. Knopf, 1944. Pp. xi, 239. $2.75. 


The Future Economic Policy of the United States, by 
William Adams Brown, Jr. Boston: World Peace 
Foundation, 1943. Pp. vi, 101. $.50. 


Twenty-five Years, The Association of Cotton Textile 
Merchants. New York: Parker-Allston Associates, 
Inc., 1944. Pp. 62. 


Consumer Problems in Wartime, edited by Kenneth 
Dameron. New York: McGraw-Hill Book Company, 
Inc., 1944. Pp. xi, 672. $3.75. 

Prices in a War Economy, by Frederick C. Mills. New 
York: National Bureau of Economic Research, Inc., 
1943. Pp. 102. 

Your Business and Postwar Readjustment, by Leverett 
S. Lyon, James M. Barker, Guenther Baumgart. 
Chicago: The University of Chicago Press, 1944. Pp. 
Vv, 123, paper. $1.00. 

Air Cargo Potential in Fresh Fruits and Vegetables, by 
Spencer A. Larsen. Detroit: Wayne University Press, 
1944. Pp. x, 100, paper. 











A.M.A. Notes 


ROSS M. CUNNINGHAM 
Editor 








COMMITTEE APPOINTMENTS 


President Green has appointed committees 
for the year 1944 as follows: 
(1) Audit 
To audit the books of the Association and the 
JOURNAL OF MARKETING, 
Arthur Hurd, Chairman, J. Walter Thompson 
Co., New York. 
Nelson H. Seubert, Petroleum Industry Com- 
mittee, New York. 
Donald E. West, New York. 
(2) Cooperation in Sales Training 
To cooperate with the National Society of Sales 
Training Executives in problems of mutual 
interest. 
G. Henry Richert, Chairman, U. S. Office of 
Education, Washington. 
Donald R. G. Cowan, Republic Steel Corpora- 
tion, Cleveland. 
Albert Haring, School of Business, Indiana Uni- 
versity, Bloomington. 
Harold H. Maynard, Ohio State University, 
Columbus. 
Philip Salisbury, Sales Management, New York. 
(3) Consumer Credit 
To study the problems of consumer credit and 
make investigations and recommendations 
for their solution. 
Rolf Nugent, Chairman, Russell Sage Founda- 
tion, New York. 
Theodore N. Beckman, Ohio State University, 
Columbus. 
Reavis Cox, Retail Credit Institute of America, 
Washington. 
Albert Haring, School of Business, Indiana Uni- 
versity, Bloomington. 
Lyman L. Hill, Servel, Inc., Evansville. 
Stanley A. Holme, General Electric Company, 
Schenectady. 
N. R. Neifeld, Beneficial Management corpora- 
tion, Newark. 
Clyde Phelps, University of Chattanooga, 
Chattanooga. 
Chapter Organization 
To work with established chapters and organize 
new chapters in conformity with the Constitu- 
tion and By-Laws. 
Charles H. Sandage, Chairman, Miami Univer- 
sity, Oxford, Ohio. 
William F. Buehl, McGraw-Hill Publishing Co., 
Philadelphia. 


Ralph Butler, Kendall Mills, Walpole, Massa- 
chusetts. 

William C. Eldridge, Radio Corporation of 
America, Chicago. 

E. T. Grether, University of California, Berke- 
ley. 

Donald M. Hobart, Curtis Publishing Co., 
Philadelphia. 

A. Rex Johnson, U. S. Department of Agricul- 
ture, Washington. 

Richard L. Kozelka, University of Minnesota, 
Minneapolis. 

W. J. Maledon, The J. L. Hudson Co., Detroit. 

Frederick Mitchell, Socony Vacuum Oil Com- 
pany. 

Forrest H. Ramage, Republic Steel Corporation, 
Cleveland. 

George L. Service, Valvoline Oil Company, 
Cincinnati. 

Elsa Zumpe, New York City. 

Executive Committee of the Board of Directors 

Howard W. Green, President, Cleveland Real 
Property Inventory, Cleveland. 

Ross M. Cunningham, Secretary, Massachusetts 
Institute of Technology, Cambridge. 

Albert Haring, Immediate Past-President, Schoo | 
of Business, Indiana University, Bloomington. 

Marketing Statistics 

To assure that data collected by war agencies be 
made available to business for its uses, that 
these data be published in a useable form and 
that a reasonable postwar statistical program 
be formulated. 

Howard H. McClure, Chairman, Department of 
Commerce, Washington, D. C. 

Paul D. Converse, University of Illinois, Urbana. 

Donald R. G. Cowan, Republic Steel Corpora- 
tion, Cleveland. 

Victor H. Pelz, General Foods Sales Company, 
Inc., New York. 

Vergil D. Reed, J. Walter Thompson Company, 
New York. 

Frank M. Surface, Standard Oil Company of 
New Jersey, New York. 

(7) Membership 

To build membership in conformity with the 
Constitution and By-Laws. 

CALIFORNIA 
Los Angeles—William Dover, Los Angeles Ex- 

aminer, 1111 So. Broadway. 
San Francisco—John R. Doxey, California 
Packing Corp., 101 California St. 
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COLORADO 
Denver—H. W. Hailey, Rocky Mountain News. 
DISTRICT OF COLUMBIA: 

Washington—A. Rex Johnson, Office of the 

Secretary, Dept. of Agriculture. 
GEORGIA: 

Atlanta—Professor Joseph C. Seibert, Emory 

University. 
ILLINOIS: 

Chicago—W. R. Kier, Libby, McNeill & 
Libby, U. S. Yards. 

Peoria—Professor Robert S. Stanton, Bradley 
Polytechnic Institute. 

INDIANA: 

Evansville—Chester E. Haring, Servel, Inc. 

Indianapolis—Wells Bishop, Carter, Bishop & 
Regenstrief, Peoples Bank Bldg. 

South Bend—David R. Osborne, The Stude- 
baker Corp. 

KANSAS: 

Topeka—Professor Hugh G. Wells, Dept. of 
Economics & Business Administration, 
Washburn Municipal University. 

LOUISIANA 

New Orleans—Professor Harry A. Mitchell, 

Tulane University. 
MARYLAND: 

Baltimore—Hiram W. Woodward, 812 Belle- 

more Rd. 
MASSACHUSETTS: 

Boston—Richard L. Edsall, Chairman, James 

T. Chirurg Company. 
MISSOURI: 

Kansas City—Carrol K. Ward, Transconti- 

nental & Western Air, Inc., Fairfax Bldg. 
NEW YORK: 

Buffalo—-Professor E. D. McGarry, Depart- 
ment of Marketing, University of Buffalo. 

New York City—Dr. Ralph E. Rindfusz, 
Fact Finders Associates, 400 Madison Ave. 

Rochester—K. G. Stuart, Eastman Kodak Co. 

Syracuse—John M. Bickel, Carrier Corp. 

NORTH CAROLINA: 

Greensboro—Professor Edna Douglas, Woman’s 

College, University of North Carolina. 
OHIO: 

Cleveland—Forrest Ramage, Republic Steel 
Corp., Bldrs. Exchange Bldg. 

Columbus—Professor Harold H. Maynard, 
Ohio State University. 

Dayton—J. C. Dabney, Seybold Division, 
Harris-Seybold-Potter Co. 

OKLAHOMA: 

Oklahoma City—E. W. Smartt, Oklahoma 

Planning & Resources Board, State Capitol. 
PENNSYLVANIA: 

Philadelphia—Donald M. Hobart, Curtis Pub- 
lishing Co., Independence Square. 

Pittsburgh—K. G. Fuller, United States Steel 
Corp. 


TENNESSEE: 
Chattanooga—Professor C. W. Phelps, Uni- 
versity of Chattanooga. 
TEXAS: 
Dallas—Luther Sharp, Farm Market Rela- 
tions, Inc., 604 Great National Life Bldg. 
VIRGINIA: 
Richmond—Professor John W. McNeill, Uni- 
versity of Richmond. 
WASHINGTON: 
Seattl—Professor Charles J. Miller, Univer- 
sity of Washington. 
WISCONSIN: 
Milwaukee—D. H. Strother, Jos. Schlitz 
Brewing Co. 
CANADA: 
Toronto, Ontario—W. E. Elliott, Elliott- 
Haynes, Ltd., Canadian Bank of Commerce 
Bldg. 


(8) Nominating 


To propose candidates to be voted upon in the 
election for the 1945 officers as prescribed by 
the Constitution and By-Laws. 

Albert Haring, Chairman, School of Business, 
Indiana University, Bloomington. 

Vergil D. Reed, J. Walter Thompson, New York. 

Howard T. Hovde, Department of Commerce, 
Washington. 

Donald R. G. Cowan, Republic Steel Corpora- 
tion, Cleveland. 

R. T. Browne, Pillsbury Flour Mills Company, 
Minneapolis. 


(9) Occupational Classifications 


To promote the broader use of standard occupa- 
tional classifications in marketing research. 
Donald M. Hobart, Chairman, Curtis Publish- 

ing Co., Philadelphia. 
C. C. Chapelle, C. C. Chapelle Company, Chi- 


cago. 

D. E. Robinson, Pedlar, Ryan & Lusk, Inc. 

Raymond A. Robinson, Crowell-Collier Pub- 
lishing Company, New York. 

Paul W. Stewart, Stewart-Brown & Associates, 
Inc., New York. 


(10) Postwar Marketing 


To study and report ways and means by which 
the A.M.A. can contribute to and take a cen- 
tral place in economic planning insofar as 
marketing is concerned; to discover, evaluate 
and report outstanding examples of sound 
plans being laid by individual concerns and 
associations for marketing after the war. 

Lyman L. Hill, Chairman, Servel, Inc., Evans- 
ville. 

Wroe Alderson, Wroe Alderson & Company, 
Philadelphia. 

Donald R. G. Cowan, Republic Steel Corpora- 
tion, Cleveland. 

N. H. Engle, University of Washington, Seattle. 

Howard T. Hovde, Department of Commerce, 
Washington. 
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S. Morris Livingston, Department of Commerce, 
Washington. 

Victor H. Pelz, General Foods Sales Corpora- 
tion, New York. 

Arthur A. Hood, Johns-Manville Company, 
New York. 

Stanley A. Holme, General Electric Company, 
Schenectady. 

Thomas MacGowan, Firestone Tire & Rubber 
Company, Akron. 


(11) Prices and Price Control 


To study the principles, problems and practices 
of pricing and price control and to recommend 
sound principles and procedures therein. 

Theodore N. Beckman, Chairman, Ohio State 
University, Columbus. 

Delbert J. Duncan, Northwestern University, 
Evanston. 

E. T. Grether, University of California, 
Berkeley. 

Albert Haring, Indiana University, Bloomington. 

Charles F. Phillips, Office of Price Administra- 
tion, Washington. 


(12) Publications 


To record developments and progress in market- 
ing through the publication of THE JOURNAL OF 
MARKETING. 

Reavis Cox, Chairman, Retail Credit Institute 
of America, Washington. 

Robert N. King, Batten, Barton, Durstine & 
Osborn, New York. 

Charles F. Phillips, Office of Price Administra- 
tion, Washington. 

E. T. Grether, University of California, Berkeley, 


(13) Survey Technique 


To define good practice in survey technique and 
set up standards for sampling procedures. 

Everett R. Smith, Chairman, Macfadden Pub- 
lications, New York. 

Wroe Alderson, Wroe Alderson & Company, 
Philadelphia. 

Theodore Brown, Harvard Business School, 
Boston. 

Franklin Cawl, Arthur Kudner, Inc., New York. 

Archibald Crossley, Crossley, Inc., New York. 

Cornelius DuBois, Time, Inc., New York. 

George Gallup, Young & Rubicam, Inc., New 
York. 

Morris Hanson, Bureau of the Census, Washing- 
ton, D. C. 

Albert Haring, School of Business, Indiana 
Univ., Bloomington. 

Chester E. Haring, Servel, Inc., Evansville. 

Lyman L. Hill, Servel, Inc., Evansville. 

Howard T. Hovde, Department of Commerce, 
Washington. 

Victor H. Pelz, General Foods Sales Corpora- 
tion, New York. 

Vergil D. Reed, J. Walter Thompson, New York 

D. E. Robinson, Pedlar, Ryan & Lusk, Inc., 
New York. 


Elmo Roper, Elmo Roper, New York. 

Paul W. Stewart, Stewart-Brown & Associates, 
Inc., New York. 

Wilford L. White, Department of Commerce, 
Washington. 


(14) Roster 


To collect the material for and to publish the 
1944 Roster of members. 

Ross M. Cunningham, Chairman, Massachu- 
setts Institute of Technology, Cambridge. 

Richard L. Edsall, James T. Chirurg Company, 
Boston. 

Arthur P. Hirose, McCall Corporation, New 
York. 

Howard T. Hovde, Department of Commerce, 
Washington. 

Malcolm D. Taylor, Harvard Business School, 
Boston. 


(15) Teaching Materials 


To select and prepare for the use of educational 
institutions such materials as may be consid- 
ered helpful in the teaching of marketing. 

Edmund D. McGarry, Chairman, University of 
Buffalo, Buffalo. ’ 

John Albright, Bureau of the Census, Washing- 
ton. 

Ira D. Anderson, Northwestern University, 
Evanston. 

John H. Frederick, University of Texas, Dallas. 

Arthur A. Hood, Johns-Manville Company, 
New York. 

S. Morris Livingston, Department of Com- 
merce, Washington. 

David S. Osborne, Studebaker Corporation, 
South Bend. 

Roland S. Vaile, University of Minnesota, Min- 
neapolis. 

Wilford L. White, Department of Commerce, 
Washington. 

Ralph F. Breyer, University of Pennsylvania, 
Philadelphia. 


(16) Philadelphia Meeting Committee 


To develop a program for the Philadelphia meet- 
ing, June 8 and 9. 

General Chairman—Donald M. Hobart, Curtis 
Publishing Company. 

Chairman Program Committee—Wroe Alder- 
son, Wroe Alderson & Company. 

Chairman Arrangements Committee—William 
F. Buehl, McGraw-Hill Publishing Company. 

Chairman Registration and Finance Committee 
—Walter A. Fox, Fox & MacKenzie. 

Chairman Attendance Committee—Roland G. 
E. Ullman, Roland G. E. Ullman Organiza- 
tion. 

Chairman Publicity Committee—Melville H. 
Smith, Jr., James G. Lamb Company. 

Assistant to General Chairman—wWilliam C. 
Gordon, Jr., Curtis Publishing Company. 

Secretary to General Chairman—Casilda V. 
Atkinson, Farm Fournal and Farmer's Wife. 
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A.M.A. MEMBERS IN THE 
ARMED SERVICES 


In preparing material for the 1944 Roster, 
a list was made of our members who are in 
the Armed Services. This list represents the 
most complete information available as of 
April 18, and is reproduced below. 


Adams, Quincy 
Ashmen, Roy 
Aubrecht, Larry J. 
Barber, Walter E. 
Bartels, Robert D. W. 
Bennett, Victor W. 
Beveridge, Oscar M. 
Bolles, Lloyd Joe 
Borendame, James Eugene, Jr. 
Buchan, Norman Ray 
Buckman, William A. 
Butler, Hugh D. 
Chrysler, Russell L. 
Collins, William H. 
Distelhorst, Stuart D. 
Doremus, William L. 
Evans, Mildred J. 
Ford, Carol Ethel 
Forman, Lewis W. 
Forrest, Charles Dorsey 
Fouch, George E. 
Gabler, Werner Karl 
Goodman, Charles S. 
Goodwin, Harold Leon 
Gordon, Alice G. 
Graustein, Archibald R., Jr. 
Griffith, Kenneth Franklin 
Gwin, James M. 
Haas, Kenneth B. 
Hager, John F. 

Hills, Bernard C. 
Hollander, Sidney, Jr. 
Hopkins, Thomas R. 
Hutton, Edward L. 
Johnson, H. Webster 
Jones, Lincoln 
Kebker, Vant W. 
Kirkpatrick, C. A. 
Kurzman, Irving H. 
Laird, Noel Potter 
Lewis, Arthur Dee 
Loughery, Francis P. 


Luck, David J. 

Lynch, John T. 

Lytton, Henry D. 
McIntyre, Robsom Duncan 
McVarish, Carleton 
Mee, John Franklin 
Meyer, Allen Leymoine 
Miller, Adolf P. 

Miller, J. Thomas 
Morrison, Donald K. 
Newbery, F. Stanley, Jr. 
Nichols, L. V. B. 
Nolen, Herman C. 
Parkin, Norman C. 
Pfanner, John A., Jr. 
Pooler, George Gershon 
Proudfoot, Malcolm J. 
Rathmell, John M. 
Read, Eaton V. W. 
Reyer, Karl Dustan 
Sargent, William P., Jr. 
Scott, James D. 

Shor, George G. 
Shuman, Ronald B. 
Skinner, Arnold L. 
Slocum, C. A. 

Snead, Roswell Parke 
Soffer, Lewis R. 
Sommaripa, Alexis 
Spears, Richard Findlay 
Sternhell, Arthur 
Stewart, Frank D. 
Sundquist, Eric E. 
Sunley, John H. 
Taylor, Robert Rush 
Terrall, William Arthur, Jr. 
Tinley, J. M. 

Tolford, Hubert Charles 
Watson, Alfred N. 
Weatherby, James S. 
Weinberg, Harold R. 
Westing, J. Howard 
Wilcox, Francis E. 
Wilson, Allan R. 
Wingate, Francis A. 
Wooster, Paul Guy. 


Lt. Col. Ronald B. Shuman can be reached 


at General Staff Corps, Office of the Chief of 
Staff, War Department, Washington 25, 
D.C. 
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CHAPTERS IN ACTION 


It has been customary to include in the 
National Roster a listing of chapter officers 
and committee chairmen together with cer- 
tain information concerning membership, 
frequency of meetings and the like. Since this 
material was not carried in this year’s Roster, 
it is included below together with such notes 
of activities and personnel changes as have 
been supplied by the different chapters. 


Chicago Chapter 


Organized in 1937. $9 members+17 asso- 
ciates. The Chapter meets on the third 
Tuesday evening of each month at the Top 
of the Town Club. Membership fee: $2.50 for 
national members; $3.50 for associates. 

President, C. T. Heusinkveld, Armour and 
Company, Union Stock Yards; First Vice- 
President, J. J. Martin, Henri, Hurst and 
McDonald, 520 N. Michigan Avenue; Second 
Vice-President, H. L. Porter, Standard Oil 
Company, gto S. Michigan Avenue; Secre- 
tary, W. C. Eldridge, Radio Corporation 
of America; Treasurer, J. H. Fries, Kraft 
Cheese Company, 6928 Wayne Avenue; Di- 
rectors: S. R. Bernstein, Advertising Age, 100 
E. Ohio Street; G. H. Brown, University of 
Chicago; C. C. Chapelle, C. C. Chapelle 
Company, s0o N. Dearborn Street; J. C. 
Griffin, Wilson and Company; P. M. Holmes, 
A. C. Nielsen and Company, 2101 Howard 
Street; S. F. Townsend, Business Research 
Corporation, 79 W. Monroe Street; C. A. 
Wolcott, Dancer, Fitzgerald, Sample, 221 
N. LaSalle Street; Library Committee, S. R. 
Bernstein, Advertising Age, 100 E. Ohio 
Street; Membership Committee, William R. 
Keir, Libby, NcNeill and Libby; Personnel 
and Placement Committee, R. N. McMurry, 
R. N. McMurry Company; Program Com- 
mittee, J. J. Martin, Henri, Hurst and Mc- 
Donald,; Projects Committee, C. C. Chapelle. 
C. C. Chapelle and Company. 


Meetings 


In January Mr. Harry B. Marsh, Director 
of Market Research, The Perfect Circle 
Company, discussed the various techniques 
of market research which he was using in his 
company. Mr. Howard A. Trumbull, Man- 


ager of the Merchandising Division of 
Owens-Illinois Glass Company, presented at 
the February meeting an analysis of the 
merchandising aspects of commercial re- 
search. In March, Mr. J. M. Strasser of the 
Consumer Relations Department of Inter- 
national Harvester, explained the purpose, 
organization and operation of this new and 
unique department. Henry Porter, Sales 
Promotion Manager of the Standard Oil 
Company of Indiana, talked at the April 
Meeting on “Selecting and Training Postwar 
Sales Personnel,” in the course of which he 
discussed the program of the Committee for 
Economic Development and the National 
Society of Sales Training Executives. 


Indianapolis Chapter 


Organized prior to 1930 as Marketing Re- 
search Club of Indianapolis. 20 members. 
The Chapter meets on the second Wednes- 
day evening of each month at the Washing- 
ton Hotel. Membership fee: $1.00. 

President, Fred J. Hamerin, Lilly Varnish 
Company, 666 S. California Street; Vice- 
President, Carl G. Simon, Kingan and Com- 
pany, W. Maryland Street; Secretary-Treas- 
urer, William E. Rogers, Indianapolis Power 
and Light Company, 17 Meridian Street; 
Directors: Albert Haring, School of Business, 
Indiana University, Bloomington; W. R. 
Spurlock, Eli Lilly and Company, 740 S. 
Alabama Street. 


Los Angeles Chapter 


Organized in 1935. 41 members. The 
Chapter meets on the third Thursday of the 
month. Membership fee: $2.00. 

President, Wilford Jost, Industrial En- 
gineer, Consolidated Vultee Aircraft Cor- 
poration, Vultee Field, Los Angeles County; 
First Vice-President, Miner Chipman, Miner 
Chipman and Staff, 811 W. 7th Street; Sec- 
ond Vice-President, William Dover, Director, 
Business and Market Research Division, 
Los Angeles Examiner; Secretary, Mrs. 
Jessica Locke Moffett, Sales Research, 3004 
N. Beachwood Drive; Treasurer, Harwin 
Mann, Research and Media Director, Foote, 
Cone and Belding Advertising Agency, 601 
W. sth Street; Policy Committee, Wilford 
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Jost, President of the Chapter; Entertain- 
ment Committee, Miner Chipman, First Vice- 
President; Membership Committee, William 
Dover, Second Vice-President. 


Michigan Chapter 


Organized in 1941. The Chapter meets 
once each month except during June, July 
and August. Membership fee: $5.00. 

President, Joseph F. Wright, Fred M. 
Randall Company, 3314 Book Tower; First 
Vice-President, E. Howard Gault, University 
of Michigan, Ann Arbor; Second Vice-Presi- 
dent, Lyndon West, Detroit Free Press, 321 
W. Lafayette; Secretary-Treasurer, William 
J. Maledon, J. L. Hudson Company, 1206 
Woodward Avenue; Directors: Albert J. 
Kleffman, Solventol Chemical Products Inc., 
15841 Second Boulevard, Highland Park; 
Vernon E. Nickel, Nash Kelvinator Corpora- 
tion, 14520 Plymouth Road; Robert Arkell, 
The J. L. Hudson Company, 1206 Wood- 
ward Avenue. 


New England Chapter 


Organized in 1940. 122 members. The 
Chapter meets on the third Tuesday evening 
of each month at the Women’s Educational 
and Industrial Union, 264 Boylston Street, 
Boston. Membership fee: $3.00. 

President, Ralph R. Butler, Kendall Mills, 
Walpole; Vice-President, Gerald B. Tallman, 
Massachusetts Institute of Technology, 
Cambridge 39; Secretary, John M. Sherman, 
Federal Reserve Bank of Boston, Boston 6; 
Treasurer, Harold P. Smith, U. S. Depart- 
ment of Commerce, Boston 9; Directors: 
George E. Bruce, Recording and Statistical 
Corporation, Boston 11; Richard L. Edsall, 
James Thomas Chirurg Company, Boston 
16; Geoffrey L. Pippette, Carter’s Ink Com- 
pany, Cambridge 42; Allen W. Rucker, 
Eddy-Rucker-Nickels Company, Cambridge 
38; H. Gordon Scowcroft, Lever Brothers 
Company, Cambridge 39; Program Commit- 
tee, Wilfred E. Booth, The Foxboro Com- 
pany, Foxboro; Notices Committee, Charles 
L. Dyer, Tailby-Nason Company, Cam- 
bridge 42; Dinner Arrangements Committee, 
Richard O. Howe, Lever Brothers Company, 
Cambridge 39; Publicity Committee, True 


P. Weaver, Economy Grocery Stores Cor- 
poration, Boston 10; Projects Committee, 
M. Leonard Hersey, Socony-Vacuum Oil 
Company, Cambridge 42; Membership Com- 
mittee, Charles D. Kean, Weed and Com- 
pany, Boston 16. 


Meetings 


On February 15 a panel discussion was 
held on the subject “Postwar Price and Wage 
Levels.” The chairman, Allen W. Rucker, 
President of Eddy-Rucker-Nickels Com- 
pany, represented the point of view of the 
public, and was followed in turn by E. L. 
Quiren, Economist, Babson Reports, Inc., 
representing the investor; Salvatore Camelio, 
Massachusetts C.I.0., Regional Organizer 
for the United Rubber Workers of America, 
representing labor; and Lyman Hill, a mem- 
ber of the postwar planning committee of 
Servel, Inc., a director of the American Mar- 
keting Association and Chairman of its post- 
war planning committee, who represented 
industry. 

On March 21 the Chapter was addressed 
by Donald M. Hobart, Manager of Research, 
The Curtis Publishing Company, Philadel- 
phia, who discussed “Postwar Marketing 
Survey—Where do we go from here?” This 
was a review of the findings of the postwar 
marketing survey of plans of durable goods 
manufacturers recently completed by that 
company. 

Mr. Arthur P. Hirose, Director of Market 
Research and Promotion, McCall Corpora- 
tion, New York, New York, and Treasurer 
of the American Marketing Association, 
spoke in April on “People and Markets in 
the Postwar Era.” His talk was preceded by 
a showing of the film, “Now is the Time,” 
produced by the Postwar Products and De- 
sign Committee of the Committee for Eco- 
nomic Development. 


Project Committee Discussion Croups 


In January the Project Committee com- 
pleted its plans to organize a number of 
special interest discussion groups to meet 
apart from the regular meetings of the Chap- 
ter, as luncheon groups. The following groups 
have already been set up and have held 
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meetings attended by ten to twelve members 
each: 


Sampling and Statistical Procedure: G. E. 
Bruce, Chairman. 

New Products Marketing: G. L. Pippette, 
Chairman. 

Postwar Planning: M. L. Hersey, Chair- 
man. 


The first of these groups found a particu- 
larly enthusiastic response, and has already 
held four meetings at two week intervals. 
The third group is cooperating with the CED 
in its postwar industry survey, which is being 
made through trade association executives. 
Other groups are now in the process of for- 
mation. 


New York City Chapter 


Organized in 1937. 307 members. The 
Chapter meets the last Thursday of each 
month. Membership fee: $5.00. 

Officers: President, D. E. Robinson, Pedlar, 
Ryan and Lusk, Inc., 250 Park Avenue; 
Vice-President, Arthur Hurd, J. Walter 
Thompson, 420 Lexington Avenue; Secre- 
tary, Margaret Booss, McCann-Erickson, 
Inc., §0 Rockefeller Plaza; Treasurer, James 
A. Mahoney, Mutual Broadcasting Com- 
pany, 1440 Broadway; Directors, George H. 
Allen, Station WOR, 1440 Broadway; Robert 
King, Batten, Barton, Durstine and Osborn, 
383 Madison Avenue; O. L. Tinklepaugh, J. 
M. Mathes, Inc., 122 E. 42nd Street. 

Committee Chairmen: Liaison, Norwood 
Weaver, Harvard Club of New York City, 
27 W. 44th Street; Membership, Ralph E. 
Rindfusz, Fact Finders Associates, 400 
Madison Avenue; Program, Elmo Roper, 30 
Rockefeller Plaza; Pudlicity, Louise Thion, 
Cigar Institute of America, Inc., 185 Madi- 
son Avenue. 

Past Presidents’ Council: Dale Houghton, 
School of Commerce, New York University, 
Washington Square; Philip Salisbury, Sales 
Management, 386 4th Avenue; Rene Pepin, 
McCann-Erickson, Inc., 50 Rockefeller Plaza; 
Nelson H. Seubert, Petroleum Industry 
Committee, 122 E. 42nd Street; Archibald 


M. Crossley, Crossley, Inc., 330 West 42nd 
Street. 


Individual Group Discussion: Chairman, 
Group Discussion Meetings: Arthur P. Hirose 
McCall Corporation, 230 Park Avenue; Jn- 
dividual Group Chairmen: Advertising Ap- 
peals,O. L. Tinklepaugh, J. M. Mathes, Inc., 
122 E. 42nd Street; Copy Testing, Harry 
Gould, This Week, 420 Lexington Avenue; 
Field Research, H. A. Richmond, Metro- 
politan Life Insurance Company, 1 Madison 
Avenue; Industrial Marketing, W. R. Don- 
aldson, Celanese Corporation, 180 Madison 
Avenue; Market Research and Public Opinion 
Polls, H. A. Thompson, Arthur Kudner, Inc., 
630 sth Avenue; Merchandising, J. B. Singer, 
Federal Advertising Agency, 444 Madison 
Avenue; Packaging Problems, Harry Chap- 
peron, Charles M. Storm Company, 50 E. 
42nd Street; Population and Occupational 
Shifts, R. J. McFall, Haworth, New Jersey; 
Post-War Market Planning, Rene Pepin, 
McCann-Erickson, Inc., 50 Rockefeller Plaza; 
Radio in War Time, George H. Allen, Station 
WOR, 1440 Broadway; Reading Habits in 
War Time, T. Mills Shepard, Dun and Brad- 
street, Inc., 290 Broadway; Retail Distribu- 
tion, John W. Wingate, New York Univer- 
sity, Washington Square; Sales and Distribu- 
tion Problem, Murray Koff, Fleischmann Dis- 
tilling Corporation, 595 Madison Avenue; 
Sales Promotion, Herbert Stephen, Printer’s 
Ink, 205 E. 42nd Street. 


Northeastern Ohio Chapter 


Organized in 1941. 135 members. The 
Chapter meets at noon on the second Tues- 
day of each month at the Mid-Day Club, 
Union Commerce Building, Cleveland. Mem- 
bership fee: $3.00. 

President, Ralph C. Greiner, McGraw- 
Hill Publishing Company, Inc., 1510 Hanna 
Building; Vice-President, Forrest H. Ram- 
age, Republic Steel Corporation, Republic 
Building; Secretary, John Maddox, Fuller 
and Smith and Ross, Inc., Bulkley Building; 
Treasurer, Robert Blair, The Iron Age, 1016 
Guardian Building; Directors: Heber E. 
Allen, Dobeckmun Company; Edmund B. 
Bossart, Bailey Meter Company; Donald R. 
G. Cowan, Republic Steel Corporation; 
Clyde J. Crobaugh, Fenn College; Howard 
Whipple Green, Real Property Inventory of 








92 


THE JOURNAL OF MARKETING 





Metropolitan Cleveland; Ray E. Gunn, Iron 
Fireman Manufacturing Company; Michael 
C. Pecsok, Osborn Manufacturing Company; 
Gene P. Robers, The Weatherhead Com- 
pany; Kenyon Stevenson, Griswold-Eshle- 
man Company; Director-at-large, Lee J. 
Bornhofen, Goodyear Tire and Rubber Com- 
pany, Inc., Akron; Arrangements, Attendance 
and Greeting Committee, Edmund B. Bossart, 
Bailey Meter Company; Advertising Com- 
mittee, Kenyon Stevenson, Griswold-Eshle- 
man Company; Industrial Marketing Com- 
mittee, Heber E. Allen, Dobeckmun Com- 
pany; Market Research Committee, Howard 
Whipple Green, Real Property Inventory of 
Metropolitan Cleveland; Membership Com- 
mittee, Clyde J. Crobaugh, Fenn College; 
Postwar Planning Committee, Donald R. G. 
Cowan, Republic Steel Corporation; Pud/ic- 
ity Committee, Gene P. Robers, The Weather 
head Company; Salesmanagement Committee: 
Michael C. Pecsok, Osborn Manufacturing 
Company. 


Meetings 


At the February meeting Mr. Robert L. 
Whaley, Regional Business Consultant, U.S. 
Department of Commerce, discussed the 
general topic “What the Department of 
Commerce can do to Help Solve Your Mar- 
keting Problems.” As part of his presenta- 
tion, he explained the various government 
publications which are available. Attendance 
was 85. 

Dr. Julius H. Parmelee, Director of the 
Bureau of Railway Economics, Association 
of American Railroads, presented to the 
March meeting a summary of railroad ac- 
complishments during the war, prospects for 
the current year and for later war years and 
the preparations which the railroads are 
making to adapt themselves to the postwar 
future. Attendance was 110. 

In April, Mr. Charles E. Young, Super- 
visor of Economic Research, Westinghouse 
Electric and Manufacturing Company, pre- 
sented his analysis of “Investment, Employ- 
ment and Prosperity.” Attendance at this 
meeting was 90. 


Philadelphia Chapter 


Organized in 1931.75 members. The Chap- 
ter meets at 6:30 on the third Tuesday eve- 
ning of each month at the Engineers Club, 
1317 Spruce St. Membership fee: $5. 

President, Franklin R. Cawl, Arthur Kud- 
ner, Inc., International Building, New York 
20, New York; Vice-Presidents: Lawrence C. 
Lockley, E. I. du Pont de Nemours & Co., 
Inc., Wilmington 98, Delaware; Roland G. 
E. Ullman, The Roland G. E. Ullman Or- 
ganization, 1520 Locust Street; Secretary, 
William F. Buehl, McGraw-Hill Publishing 
Co., Inc., 16 S. Broad Street; Treasurer, 
Irving W. Wilder, Henry Disston & Sons, 
Inc., Unruh and Milnor Streets; Directors: 
Harold P. Alspaugh, R.C.A. Manufacturing 
Co., Inc., Camden, New Jersey; Donald M. 
Hobart, Curtis Publishing Co.; William B. 
Ricketts, N. W. Ayer & Son, Inc.; James H. 
Robins, American Pulley Company; C. H. 
H. Weikel, Bethlehem Steel Company, 
Bethlehem; John R. Whitaker, American 
Stores Company; Past Presidents’ Council: 
Burton E. Ebert, Scott Paper Co., Chester, 
Pennsylvania; Howard T. Hovde, Depart- 
ment of Commerce, Washington, D. C.; John 
C. Spurr, McGraw-Hill Publishing Co., Inc., 
New York; Lou Waldron, Simplex Wire & 
Cable Co., Philadelphia; National Past Presi- 
dent, Howard T. Hovde, Department of 
Commerce, Washington, D.C. 


Meetings 


Donald M. Hobart, Manager of the Re- 
search Department of The Curtis Publishing 
Company, addressed the Chapter on Febru- 
ary 15. He presented the tabulations from 
his recent survey conducted by personal in- 
terviews among 300 manufacturers of a wide 
list of products. It incorporated the postwar 
plans of these manufacturers including the 
types of products they expect to make after 
the war. The results of this study have been 
published in a booklet “Business Looks to 
the Future.” 

On March 21 Plummer Whipple, Public 
Relations Department of N. W. Ayer & Son, 
spoke on the subject of public relations. He 
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pointed out that public relations is really 
only application of good common sense. He 
outlined four important functions performed 
by public relations: 1) It controls and so 
eliminates poor propaganda; 2) It stimulates 
the development of good propaganda; 3) It 
builds a state of inquiry in the minds of busi- 
ness men, and 4) It stimulates pre-action as 
well as post-action in connection with given 
sets of circumstances. 

The speaker on April 18 was Alfred C. 
Thompson, Director of the Retail Research 
Association and Assistant Managing Direct- 
or of the Associated Merchandising Corpora- 
tion. His subject was “Requirements for 
Useful and Significant Research.” Mr. 
Thompson contends that much of what passes 
for research data and statistics today is prac- 
tically useless. He outlined a number of sug- 
gestions for effective current and future re- 
search undertakings which would be of 
mutual benefit to both retailers and pro- 
ducers. A. E. Aldridge Jr., advertising man- 
ager of the industrial division of the Sun Oil 
Co. also presented a sales training film in 
technicolor. This film has been used to out- 
line a “Save and Serve” merchandising cam- 
paign to industrial salesmen in the field. 


San Francisco Chapter 


Organized in 1937. 40 members. The 
Chapter meets at irregular intervals, about 
six to eight times a year at time and place 
designated upon call. Membership fee: 
$2.00. 

President, E. T. Grether, School of Busi- 
ness Administration, University of Cali- 
fornia, Berkeley; Vice-President, B. J. Lynip, 
Jr., California and Hawaiian Sugar Refining 
Corporation, Ltd., Matson Building, San 
Francisco; Secretary-Treasurer, John R. 
Doxey, California Packing Corporation, 101 
California Street, San Francisco; Additional 
Members of the Executive Committee, Robert 
H. Willson, California Chain Stores Associa- 
tion, 1041 Monadnock Building, San Fran- 
cisco; H. R. Wellman, Giannini Foundation, 
Agricultural Experiment Station, University 
of California, Berkeley. 


Meetings 


In March Dr. Baldwin M. Woods, Pro- 
fessor of Mechanical Engineering, and Di- 
rector of the University of California Exten- 
sion Division, discussed “‘New Products and 
New Industries in Postwar California.” The 
April meeting was addressed by Dr. Reavis 
Cox, Editor-in-Chief of THE JOURNAL OF 
MARKETING and Director of Research Proj- 
ects of the Retail Credit Institute of Amer- 
ica. Dr. Cox discussed developments in the 
field of installment credit in the United 
States. 40 were in attendance including 12 
directors of the San Francisco Retail Mer- 
chants Association. 

The Chapter suffered a great loss in the 
passing of William A. Sturm. He had or- 
ganized the Chapter, was its first Secretary 
and later its President. In addition he repre- 
sented the Chapter nationally as a Director 
of the American Marketing Association. 

The members of the San Francisco Chap- 
ter have met with trade association secre- 
taries during March to discuss the estimates 
of postwar sales possibilities as requested 
by the Committee for Economic Develop- 
ment. 

Professor David E. Faville has been ap- 
pointed general chairman of a committee of 
the Pacific Advertising Association to report 
on “The Products the West Can Best Pro- 
duce and the Part Advertising Can Play in 
Marketing Them.” 


Southern Ohio Chapter 


Organized in 1940. 30 members. The 
Chapter meets on the second Wednesday 
evening each month at the Hotel Gibson, 
Cincinnati, Membership fee: $2.00. 


President, George L. Service, Valvoline 
Oil Company; Vice-President, Robert P. 
March, Compton Advertising Company; 
Secretary-Treasurer, Russell L. Chrysler, 
University of Cincinnati; Membership Com- 
mittee, Robert P. Marsh, Compton Advertis- 
ing Company; Program Committee, Russell 
L. Chrysler, University of Cincinnati; 
Publicity Committee, Mr. Cottrell, Times 
Star. 
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Twin City Chapter 


Organized in 1943. 37 members. The 
Chapter meets on the third Thursday even- 
ing of the month from September through 
May. Membership fee: $2.00. 

President, Robert T. Browne, Pillsbury 
Flour Mills Company, Minneapolis 2; Sec- 
retary-Treasurer, Edith Knutsen, McCann- 
Erickson, Inc., 1000 Hodgson Building, 
Minneapolis; Directors, C. R. Vickland, Mc- 
Kesson and Robbins, Inc., 24 N. Third 
Street, Minneapolis; Minnie Anderson, Webb 
Publishing Company, 55 E. Tenth Street, 
St. Paul. 


Washington, D. C., Chapter 


Organized in 1937. 90 members. The 
Chapter meets once a month at luncheon be- 
tween 12:30 and 2:00 o’clock on the roof 
garden of the Washington Hotel, 14th and 
Pennsylvania Avenue, N. W. Membership 
fee: $1.00. 

President, Charles F. Phillips, Deputy Ad- 
ministrator for Rationing, Office of Price 
Administration, Washington 25; Vice-Presi- 
dents, Raoul Blumberg, The Washington 
Post, 1337 43rd Street, N.W.; E. R. Haw- 


kins, Distribution Cost Unit, Bureau of For- 
eign and Domestic Commerce; Executive 
Secretary and Treasurer, A. Rex Johnson, 
Assistant to Director of Finance, U. S. De- 
partment of Agriculture. 

Program Committee: Raoul Blumberg. The 
Washington Post; John R. Rizzleman, U. S. 
Department of Interior; Harvey W. Huegy, 
Department of Commerce. 

Membership Committee: A. H. Chute, War 
Food Administration; J. Harold Stehman, 
U. S. Department of Commerce; Edwin W. 
Stillwell, Farm Market Relations, Inc. 


Meetings 


At the January 21st meeting Dr. Ralph 
S. Alexander, Office of Civilian Require- 
ments, spoke on “Marketing Problems of 
Reconversion.”” Chester Bowles, Price Ad- 
ministrator, addressed the March 2nd meet- 
ing on “What’s Ahead for Price Controls.” 
On April 6 Mr. Wileman G. Jones, The Celo- 
tex Corporation, discussed ‘“‘Postwar Hous- 
ing.” Colonel Smith, Chief of the Army Ex- 
change Service, spoke at the May 3rd 
meeting on “Marketing Through Post Ex- 
changes, Canteens, and Army Stores.” 








